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In the District Court of the United States for the 
District of Columbia 

No. 31468—Civil Action 


R. STANLEY DOLLAR, et aL, 


vs. 


Plaintiffs, 


EMORY S. LAND, et al., 

Defendants. 

ORDER ON MANDATE REVERSING JUDG¬ 
MENT OF DISTRICT COURT 

The plaintiffs having appealed to the United States 
Court of Appeals for the District of Columbia from 
the judgment entered in this cause on the 21st day 
of December, 1945, and said court thereafter having 
ordered, adjudged and decreed that said judgment 
should be reversed; and the Supreme Court of the 
United States having thereafter granted a writ of 
certiorari to the said Court of Appeals for the Dis¬ 
trict of Columbia, and said Supreme Court of the 
United States having thereafter on April 7,1947 af¬ 
firmed the judgment of said Court of Appeals; 

Now, upon the mandate of the Supreme Court of 
the United States dated April 7, 1947; 

It Is Ordered, Adjudged and Decreed that the 
judgment of this Court entered as of December 21, 
1945 be and the same is hereby vacated and set aside; 
that the case be restored to the docket for further 
proceedings in accordance with such mandate, and 
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with the same force and effect as if said judgment 
of December 21, 1945 had not been entered. 

Dated: May 8, 1947. 

/s/ H. A. SCHWEINHAUT, 

Justice 

[Endorsed]: Filed May 8, 1947. 


[Title of District Court and Cause.] 

AMENDED COMPLAINT FOR POSSESSION 
OF PERSONAL PROPERTY, INJUNCTIVE 
RELIEF, DAMAGES AND OTHER RELIEF 

Pursuant to Rule 15(a) of the Rules of Civil Pro¬ 
cedure, no responsive pleading to the complaint hav¬ 
ing been served, the plaintiffs R. Stanley Dollar, 
Dollar Steamship Line, The J. Harold Dollar Estates 
Company, and H. M. Lorber file this their Amended 
Complaint, as of course, and allege: 

1. The defendants are and each of them is a resi¬ 
dent of the District of Columbia, and this Court has 
jurisdiction under 11 D. C. Code, Sections 301, 305 
and 306 (1940 Edition). 

2. Each of the plaintiffs R. Stanley Dollar and 
H. M. Lorber is a citizen of the United States and 
of the State of California and a resident of the State 
of California. 

3. The plaintiff Dollar Steamship Line and The 
Robert Dollar Co. are and each is and at all times 
herein mentioned was a corporation organized and 
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existing under the laws of the State of California 
with its principal place of business in the State of 
California, and each is a citizen and resident of the 
State of California. 

4. The plaintiff The J. Harold Dollar Estates 
Company at the time of the commencement of this 
suit was a corporation organized and existing under 
the laws of the State of California. 

5. The matter in controversy herein exceeds, ex¬ 
clusive of interest and costs, the sum of $3,000, and 
this Court also has jurisdiction by reason of diversity 
of citizenship. 

6. Each of the defendants was at the time of the 
commencement of this action a member of the United 
States Maritime Commission (hereinafter sometimes 
referred to as the Commission), and the Defendant 
Emory S. Land was the chairman thereof, and at all 
times thereafter the defendant Raymond S. Mc- 
Keough was and is a member of the Commission. 

7. American Piesident Lines, Ltd., is a corpora¬ 
tion organized and existing under the laws of the 
State of Delaware. Prior to November 21, 1938, its 
name was Dollar Steamship Line, Inc., Ltd. The 
name was changed to American President Lines, Ltd. 
by amendment of the Articles of Incorporation, the 
certificate of amendment being dated November 18, 
1938 and filed in the office of the Secretary of State 
of the State of Delaware on November 21,1938. Here¬ 
after in this complaint it is referred to as Dollar of 
Delaware. 
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8. At all times after April 21,1938, the issued and 
outstanding capital stock of Dollar of Delaware was 
as follows: 

34,243 shares of the preferred stock of the 
par value of $100 each: 

252,000 shares of A stock; and 
2,100,000 shares of B stock. 


2,3S6,243 

9. At all times since the incorporation of Dollar 
of Delaware, the plaintiff Dollar Steamship Line, 
hereafter referred to in this Amended Complaint as 
Dollar of California, has been and is a stockholder 
of Dollar of Delaware. At all times since the incor¬ 
poration of Dollar of Delaware, the plaintiff Dollar 
of California has been and still is the owner of 
1,872,210 shares of the B stock. Some time between 
August 15, 1938 and October 26. 1938 it acquired 
from The Robert Dollar Co., as hereafter alleged, 
an additional 227,790 shares of the B stock, and ever 
since then has been and still is the owner of all the 
outstanding B stock, namely 2,100,000 shares. Some 
time between August 15, 1938 and October 26, 1938 
it acquired from The Robert Dollar Co. 2,075 shares 
of the A stock, and ever since has been and now is 
the owner thereof. 

10. At all times since the incorporation of Dollar 
of Delaware, plaintiff R. Stanley Dollar has been and 
is a stockholder of that company. For many years 
prior to August 15, 1938, he was the owner of more 
than 38,113 shares of the A stock, and at all times 
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since that date has continued to be and still is the 
owner of those shares and of additional shares of the 
A stock. 

11. At all times since the incorporation of Dollar 
of Delaware, plaintiff H. M. Lorber has been and is 
a stockholder of that company and has owned and 
still owns 9,174 shares of the A stock. 

12. For many years prior to its transfer of said 
stock of Dollar of California, as alleged above, The 
Robert Dollar Co. had been the owner of 2,075 shares 
of the A stock and 227,790 shares of the B stock of 
Dollar of Delaware. From a date prior to December 
30, 1937 and until the decree of distribution, the 
estate of J. Harold Dollar was the owner of more 
than 37,600 shares of the A stock of Dollar of Dela¬ 
ware. On or about June 16, 1944, said stock was, by 
decree of distribution duly made and entered by the 
Superior Court of the State of California in and for 
the County of Marin, in the matter of the Estate of 
J. Harold Dollar, distributed and transferred, and 
on or about January 11, 1945 the distributees trans¬ 
ferred said stock to The J. Harold Dollar Estates 
Company, a corporation organized and existing un¬ 
der the laws of the State of California and a resident 
of the State of California. From a time long prior 
to December 31, 1937 and until June 30, 1944, Ad¬ 
miral Oriental Line, a corporation organized and ex¬ 
isting under the laws of the State of Washington, 
was the owner of 122 shares of the A stock of Dollar 
of Delaware. On June 30,1944 Admiral Oriental Line 
merged into Dollar Investment Co., a corporation 
organized and existing under the laws of the State 
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of California and a resident of the State of Cali¬ 
fornia, and as a result of that corporate merger 
Dollar Investment Co. became the owner of said 122 
shares of A stock. 

13. On and before August 15,1938 Dollar of Dela¬ 
ware was indebted to the United States Maritime 
Commission for $7,493,274.56 (which for conveni¬ 
ence will hereafter be referred to as $7,500,000.00). 
That indebtedness was secured by ship mortgages on 
ships owned and operated by Dollar of Delaware. Of 
said indebtedness a part, namely $3,575,193.00, was 
further secured by the personal obligation of two of 
the plaintiffs, R. Stanley Dollar and Dollar of Cali¬ 
fornia, both stockholders of Dollar of Delaware. 
Those two plaintiffs were indebted to the United 
States Maritime Commission jointly and severally 
with the principal debtor, Dollar of Delaware, for 
said sum of $3,575,193.00, as co-makers, guarantors 
or endorsers of certain of the ship mortgage notes 
which w^ere secured by said ship mortgages, but the 
obligation of R. Stanley Dollar and Dollar of Cali¬ 
fornia was that of accommodation makers, endorsers 
or guarantors, solely by way of security for the in¬ 
debtedness of Dollar of Delaware, their obligation 
being that of sureties as between said plaintiffs and 
Dollar of Delaware. 

14. On or about August 15, 1938, by agreement 
entered into between Dollar of Delaware, those of 
its stockholders named below, and the United States 
Maritime Commission, modified by agreement of 
August 19,1938, it was agreed to effect a substitution 
of collateral securing the indebtedness of Dollar of 
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Delaware to the United States Maritime Commission, 
to wit, it was agreed to substitute for that part of the 
collateral consisting of the personal obligation of 
plaintiffs R. Stanley Dollar and Dollar of California 
all the B stock and 113,206 shares of the A stock of 
Dollar of Delaware. Of said stock 26,122 shares of the 
A stock were in the name of Mortimer Fleishhacker; 
38,113 shares of the A stock were and are owned by 
plaintiff R. Stanley Dollar; 9,174 shares of the A 
stock were and are owned by plaintiff H. M. Lorber; 
2,075 shares of the A stock were owned by The Robert 
Dollar Co. and are now owned by the plaintiff Dollar 
of California; 122 shares of the A stock were owned 
by Admiral Oriental Line and are now owned by 
The Robert Dollar Co.; 37,600 shares of the A stock 
were owned by the Estate of J. Harold Dollar and 
are now owned by The Robert Dollar Co.; 1,872,210 
shares of the B stock were and are owned by the 
plaintiff Dollar of California, and 227,790 shares of 
the B stock were owned by The Robert Dollar Co. 
and are now owned by the plaintiff Dollar of Cali¬ 
fornia. Attached hereto as Exhibit A is a true and 
exact copy of a contract of August 15,1938 executed 
to evidence the aforesaid agreement to substitute col¬ 
lateral. Said contract was modified on August 19, 
1938 solely for the purpose of deleting reference to 
Herbert Fleishhacker and the stock owned by him. 
For convenience the agreement of August 15, 1938, 
as modified by the agreement of August 19,1938, will 
hereafter be referred to as the agreement of August 
15,1938. The agreement, of which Exhibit A hereto is 
a copy, is the agreement whereby the plaintiffs and 
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their predecessors in interest agreed to transfer to 
the United States Maritime Commission their said 
A and B stock as collateral security for the indebted¬ 
ness of Dollar of Delaware, in substitution for the 
personal obligation of plaintiffs R. Stanley Dollar 
and Dollar of California. Said agreement was made 
and entered into in the State of California. On or 
about October 23, 1945, the owners of the 26,122 
shares of the A stock standing in the name of Morti¬ 
mer Fleishhaeker on August 15, 1938, sold, trans¬ 
ferred and assigned to the plaintiff R. Stanley Dollar 
one-half thereof or 13,061 shares of the A stock, and 
R. Stanley Dollar is now the owner thereof in addi¬ 
tion to being the owner of the other shares of the A 
stock as alleged above. 

15. Pursuant to the agreement of August 15,1938, 
said substitution of collateral was made; pursuant 
thereto the plaintiff Dollar of California acquired 
from The Robert Dollar Co. all the A and B stock 
owned by The Robert Dollar Co., and plaintiffs 
Dollar of California, R. Stanley Dollar and H. M. 
Lorber, and the Estate of J. Harold Dollar, Admiral 
Oriental Line and Mortimer Fleishhaeker did on or 
about October 26, 1938 deliver to the United States 
Maritime Commission and to the individuals then 
constituting said Commission, duly endorsed in 
blank, the certificates representing all the B stock of 
Dollar of Delaware and the aforesaid 113,206 shares 
of A stock, in pledge, however, and solely as further 
collateral, to secure the said indebtedness of Dollar 
of Delaware to the United States Maritime Com¬ 
mission. 
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16. The stock so delivered in pledge and as colla¬ 
teral constituted and still constitutes over 92% of 
the voting stock of Dollar of Delaware. 

17. At all times thereafter the individuals consti¬ 
tuting the members of the United States Maritime 
Commisson have held said A and B stock and do now 
hold said stock. 

18. On or about September 6,1943, Dollar of Dela¬ 
ware fully satisfied and discharged all the indebted¬ 
ness due to the United States Maritime Commission. 
The indebtedness for which the said A and B stock 
had been transferred to the United States Maritime 
Commisson as collateral no longer existed thereafter 
and does not now exist. 

19. At all times from and after October 26, 1938, 
the United States Maritime Commission, holding 
over 92% of the voting stock of Dollar of Delaware, 
had the voting control of that corporation and con¬ 
trolled the management. It did not advise the plain¬ 
tiffs when the said indebtedness had been paid. 
Plaintiffs first learned of the exact time when said 
indebtedness had been paid from an affidavit of de¬ 
fendant Emory S. Land, filed in this cause on or 
about November 13,1945. In July 1945 the plaintiffs 
caused inquiry to be made of the United States Mari¬ 
time Commission whether the indebtedness had been 
paid, and about July 23, 1945 received the informa¬ 
tion that it had, but received no correct information 
of the date of the final payment. 

20. The plaintiffs thereupon made demand upon 
the United States Maritime Commission and upon 
the individuals who were the members thereof for 
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the return of said stock in July 1945. This request 
was denied by said Commission and said individuals, 
and plaintiffs were informed that the stock would not 
be returned to them. 

21. The defendants tortiously refused to, and the 
defendant member of the said Commission still torti¬ 
ously refuses to, deliver and surrender to the plain¬ 
tiffs said stock and tortiously retains possession 
thereof. 

22. Defendants assert and claim that the United 
States is the owner of the shares of stock delivered 
by the plaintiffs and their predecessors to the United 
States Maritime Commission as alleged above. De¬ 
fendants base this claim on the further assertion 
and claim that the delivery of said stock in 1938 was 
not by wav of collateral to secure the indebtedness 
of Dollar of Delaware, but as an outright and ab¬ 
solute transfer of title. Said assertions and conten¬ 
tions are without merit. 

23. The agreement of August 15,1938 was entered 
into pursuant to Section 207 of the Merchant Marine 
Act of 1936, as amended, which section reads as 
follows: 

“The Commission may enter into such contracts, 
upon behalf of the United States, and may make 
such disbursements as may, in its discretion, be 
necessary to carry on the activities authorized by 
this chapter or to protect, preserve, or improve 
the collateral held by the Commission to secure 
indebtedness, in the same manner that a private 
corporation may contract within the scope of the 
authority conferred by its charter. All the Com- 
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mission’s financial transactions shall be audited in 
the General Accounting Office according to ap¬ 
proved commercial practice as provided in the 
Act of March 20,1922, ch. 104, 42 Stat. 444: Pro¬ 
vided, that it shall be recognized that, because of 
the business activities authorized by this chapter, 
the accounting officers shall allow credit for all 
expenditures shown to be necessary because of 
the nature of such authorized activities, notwith¬ 
standing any existing statutory provision to the 
contrary. The Comptroller General shall report 
annually or oftener to Congress any departure 
by the Commission from the provisions of this 
chapter.” 

24. The only authority in law possessed by the 
United States Maritime Commission to enter into 
said agreement or to acquire said stock was Section 
207. That section empowered and authorized the 
Commission to acquire stock for purposes of colla¬ 
teral only and did not empower or authorize it to 
acquire outright title. 

25. The agreement of August 15, 1938, if inter¬ 
preted or construed to vest in the defendants or the 
United States Maritime Commission or any one else 
any interest or title other than as collateral to secure 
the indebtedness of Dollar of Delaware, was unau¬ 
thorized by the Merchant Marine Act of 1936, as 
amended, or by any other law and was prohibited by 
law. 

26. Neither the agreement of August 15,1938, nor 
anything done thereunder, has ever conferred any 
rights in the stock on the United States Maritime 
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Commission other than as collateral to secure the in¬ 
debtedness of Dollar of Delaware, or any right to 
assert or claim title or possession after payment of 
that indebtedness. If that agreement were construed 
to convey title or right to possession beyond that 
necessary to secure the debt, the construction would 
render the agreement null and without effect to the 
extent that it purported to transfer more than such 
an interest. 

27. The facts and circumstances, in which the in¬ 
debtedness of Dollar of Delaware to the United 
States Maritime Commission was created and in 
which plaintiffs' A and B stock came to be and was 
delivered into the possession of the United States 
Maritime Commission and the individuals who were 
and are members thereof in pledge and as collateral 
for said indebtedness are more fully alleged in the 
following paragraphs of this amended complaint. 

28. The plaintiff Dollar of California had been 
engaged in the transpacific freight service for many 
years prior to 1920. In 1920, it embarked upon a 
round-the-world non-scheduled freight service. In 
the year 1924, having faith in the success of an 
American operated round-the-world passenger and 
freight service, it purchased from the United States 
Shipping Board in open competitive bidding seven 
ships and initiated and thereafter operated regular 
scheduled round-the-world freight and passenger 
service. In the year 1925, it purchased from the 
United States Shipping Board in open competitive 
bidding further ships for operation in an expanded, 
regular scheduled, transpacific freight and passenger 
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service. The ship purchases of 1924 and 1925 were 
each accompanied, as part of the consideration, by 
a binding commitment on the part of the purchaser 
to operate said ships for five years in the respective 
round-the-world and transpacific services on not less 
than a specified number of voyages per year, regard¬ 
less of losses which might be sustained. From their 
initiation until October, 1928, the plaintiff Dollar 
of California was engaged in the round-the-world 
freight and passenger steamship service and in the 
expanded transpacific service, referred to above, 
without the benefit of any governmental subsidy, aid, 
or assistance whatever. 

29. The Merchant Marine Act of 1928 (46 U.S.C. 
Sec. 891 e to q), to the end of equalizing the cost of 
operation of American vessels with the lower costs 
of operation of foreign vessels, provided for the 
awarding of mail contracts to American operated 
steamships. Pursuant to this act, Dollar of California 
entered into mail contracts effective in October 1928. 
By them, it was required to construct additional 
vessels,—and the ships were thereafter constructed 
at an expense of $15,733,000.00 (some portion of 
which was borrowed from the United States Ship¬ 
ping Board),—and to maintain and develop steam¬ 
ship services on specified trade routes. 

30. In the year 1929, Dollar of Delaware was or¬ 
ganized, acquired from Dollar of California its ships, 
took over its operations, and assumed its mail con¬ 
tracts. In that year, by agreement among Dollar of 
California, Dollar of Delaware, United States Ship¬ 
ping Board and the plaintiff R. Stanley Dollar, the 
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United States Shipping Board agreed to said trans¬ 
fer of ships and accepted the joint and several ob¬ 
ligations of Dollar of Delaware, Dollar of California, 
and R. Stanley Dollar in lieu of the previous obliga¬ 
tions for the ships theretofore acquired from the 
Shipping Board; the obligation of R. Stanley Dollar 
and Dollar of California was by way of additional 
security for the obligation of Dollar of Delaware, 
which was also secured by ship mortgages. 

31. The indebtedness of Dollar of Delaware to the 
United States Maritime Commission existing on or 
before August 15,1938, as hereinabove alleged, arose 
principally from the purchase price of the vessels 
acquired from the United States Shipping Board, 
as alleged above in paragraph 28, and from funds 
borrowed from the United States Shipping Board 
to construct the new vessels, as alleged in paragraph 
29 above, but was only the balance remaining after 
the payment of the greater portion. 

32. Dollar of California, and its successor Dollar 
of Delaware, had assumed the obligation to construct 
new vessels to engage in the expanded transpacific 
services, in reliance upon the contracts with the 
United States for the carriage of the mails. 

33. Dollar of Delaware performed all of its ob¬ 
ligations under said ocean mail contracts. It com¬ 
pleted the transpacific liners and maintained the 
service required by the contracts. On June 30, 1937, 
the United States, pursuant to the Merchant Marine 
Act of 1936, cancelled said contracts. 

34. The Merchant Marine Act of 1936 provided 
for the settlement and payment by the United States 
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Maritime Commission of all claims for damages aris¬ 
ing out of the premature termination of the mail 
contracts (Title 46, U.S.C. Secs. 1141-1143). As a 
result of the cancellation of its ocean mail contracts, 
Dollar of Delaware had a valid claim against the 
United States for nearly $6,000,000. The United 
States Maritime Commission believed that said claim 
was valid in a substantial amount, but nevertheless 
refused to settle or adjust the claim, to make any pay¬ 
ment whatsoever, all for the purpose of weakening 
the position of Dollar of Delaware, and placing it in 
a necessitous condition, and enabling the United 
States Maritime Commission to obtain control of the 
management of Dollar of Delaware. December 31, 
1937 was the last day allowed by the Merchant Ma¬ 
rine Act of 1936 for filing suit in the United States 
Court of Claims for damages for the cancellation of 
mail contracts; as a consequence of the Commis¬ 
sion’s action, Dollar of Delaware was compelled to, 
and did file on December 30, 1937, a petition in the 
United States Court of Claims for nearly $6,000,- 
000.00, based upon the cancellation of said contracts. 
Subsequently, after the United States Maritime Com¬ 
mission by taking advantage of the necessitous con¬ 
dition of Dollar of Delaware, had obtained the dis¬ 
missal of said suit without the payment of one cent 
therefor, as hereafter alleged, the Commission re¬ 
ported to Congress that “the best judgment of the 
Legal Division [of the Maritime Commission] was 
that the Dollar lines [Dollar of Delaware] might ob¬ 
tain some recovery as a result of the statutory 
termination of the contracts.” 
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35. The Merchant Marine Act of 1936 also pro¬ 
vided for direct operating differential subsidies in 
lieu of ocean mail contracts (Title 46, U.S. Code, 
Sections 1171-1172); the so-called subsidies author¬ 
ized by law were for the sole purpose of placing the 
operation of vessels of American operators on a 
parity with those of foreign competitors, who were 
not required to employ American labor and have re¬ 
pairs made in American shipyards, and the like, but 
could utilize cheaper foreign labor (Title 46 U.S. 
Code, Section 1171(a) 1172, 1173(b), 1131(a), 1132, 
1176). The United States Maritime Commission re¬ 
fused to grant Dollar of Delaware any such sub¬ 
sidy, so refusing for the purpose of further weaken¬ 
ing the position of Dollar of Delaware, placing it in 
a necessitous condition, and further enabling the 
United States Maritime Commission to obtain con¬ 
trol of the management of Dollar of Delaware. 

36. Notwithstanding the cancellation of the mail 
contracts and the withdrawal of aid in that form, the 
refusal of the Maritime Commission to settle the just 
claims of Dollar of Delaware for damages arising 
from the cancellation of those contracts, and its re¬ 
fusal to grant an operating differential subsidy, 
Dollar of Delaware continued to maintain service on 
its transpacific and round-the-world lines without 
government aid or assistance in any form until Janu¬ 
ary 25,1938, despite increasing financial distress re¬ 
sulting from the cutting off of its mail revenues, in 
reliance on which it had incurred the onerous ex¬ 
pense of constructing the two new’ transpacific liners 
and of maintaining expanded service, and from in- 
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creasing disparity of cost of operation between 
American and foreign operators. 

37. On January 25, 1938, its distress compelled it 
to submit to exactions of the Maritime Commission. 
Solely on conditions stated below, the Maritime Com¬ 
mission then offered a temporary six months’ operat¬ 
ing differential subsidy. The amount so offered was 
substantially less than the amount by which the fair 
and reasonable cost to Dollar of Delaware of insur¬ 
ance, maintenance, repairs not compensated by in¬ 
surance, wages and subsistence of officers and crews, 
by reason of its operation under United States regis¬ 
try, exceeded the fair and reasonable cost of these 
same items if such vessels were operated under regis¬ 
try of foreign countries whose vessels were substan¬ 
tial competitors; it was inadequate to reimburse Dol¬ 
lar of Delaware for the extra costs imposed on it by 
reason of the fact that it was an American operator 
subject to American laws concerning use of American 
labor at higher standards than foreign labor, and 
the like. But in order to obtain increased control 
over the management of Dollar of Delaware and to 
weaken further the bargaining position of Dollar of 
Delaware and its stockholders, the Commission of¬ 
fered even that limited subsidy only on condition, 
inter alia, (1) that Dollar of Delaware release, with¬ 
out any consideration whatever, its claim of nearly 
$6,000,000.00 for damages arising from cancellation 
of the ocean mail contracts, (2) that plaintiff Dollar 
of California and The Robert Dollar Co. and Ad¬ 
miral Oriental Line (since merged into The Robert 
Dollar Co.), who were at that time creditors of 
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Maritime Commission granted said temporary sub¬ 
sidy, motivated not merely by desire to assist Ameri¬ 
can shipping as contemplated by law, but in order 
(in its own words) that ‘‘the litigation would be 
completely disposed of without cost to the govern¬ 
ment, and would cease to be an embarrassing factor 
if at the end of the six months ’ period no final plan 
of financial readjustment could be worked out, and 
a judicial reorganization might then become neces¬ 
sary/’ 

40. Having forced the debtor, Dollar of Delaware, 
into a weaker bargaining position by taking advan¬ 
tage of, and compounding, its necessities, and know¬ 
ing that the debtor would be financially unable to 
carry on its operations or meet its obligations as they 
accrued without a long term subsidy upon the ex¬ 
piration of the temporary subsidy, that is to say, 
without the assistance authorized and contemplated 
by the Merchant Marine Act of 1936, and that by de¬ 
clining to grant a further subsidy it could empower 
itself to accelerate the maturity of the entire debt, 
the United States Maritime Commission after Janu¬ 
ary 25, 1938, began to demand and insist on further 
collateral to secure the indebtedness of Dollar of 
Delaware, and it did so particularly with the object 
and purpose of obtaining complete voting control and 
the total control of the management of the company, 
until the debt was paid. 

41. After the Maritime Commission was informed 
in April 1938 that the plaintiff Dollar of Delaware 
and its associated Dollar interests, The Robert Dollar 
Co. and Admiral Oriental Line, had accepted pre- 
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ferred stock in lieu of their claim as creditors and 
thus had irretrievably weakened their bargaining po¬ 
sition, thereupon in April 1938 the Maritime Commis¬ 
sion suddenly demanded further security for the in¬ 
debtedness due it from Dollar of Delaware, includ¬ 
ing particularly a pledge of the voting stock, it be¬ 
ing emphasized that the obtaining of additional se¬ 
curity was considered by the Maritime Commission 
to be a matter of prime importance. On April 26, 
1938, the Maritime Commission advised the plaintiff 
R. Stanley Dollar, the president of Dollar of Dela¬ 
ware, that it would not grant a five year operating 
differential subsidy or cooperate in enabling Dollar 
of Delaware to obtain a loan from the Reconstruction 
Finance Corporation unless further and additional 
collateral was delivered to the Commission to secure 
the indebtedness; particularly, the Maritime Com¬ 
mission demanded the pledge of the controlling stock; 
—all the B stock and all the A stock owned by plain¬ 
tiffs, their predecessors and affiliated interests. The 
Commission was advised in reply that the owners of 
said stock were willing to transfer voting control to 
the Commission (by means of a voting trust) to se¬ 
cure the debt in order to enable the Maritime Com¬ 
mission to choose the directors, but were unwilling 
to pledge the stock. 

42. The next day, on April 28, 1938, the Commis¬ 
sion resolved to advise Dollar of Delaware, in writ¬ 
ing, of the minimum terms and conditions upon 
which it would enter into a subsidy agreement after 
the expiration of the temporary six months’ subsidy. 
On that date and pursuant to that resolution, the 
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Maritime Commission advised said debtor, in writ¬ 
ing, that those conditions required a pledge by the 
debtor of other property and a pledge by the owners 
of the controlling stock of Dollar of Delaware and 
by affiliated interests of not only all said controlling 
stock but also of essentially all other property which 
they or any of them owned or had an interest in, all 
as additional collateral to secure the indebtedness of 
Dollar of Delaware to the Commission; the Commis¬ 
sion insisted on the pledge by the plaintiffs R. Stanley 
Dollar, The Robert Dollar Co., Dollar of California, 
and of an affiliated corporation, of all of the collateral 
which it, the Commission, considered was available 
as security for that indebtedness, and it also insisted 
that each and every one of those parties should guar¬ 
antee the complete and entire indebtedness of Dollar 
of Delaware. Above all other demands, the Maritime 
Commission insisted upon securing firm voting con¬ 
trol of Dollar of Delaware to secure that indebted¬ 
ness. Following a reply received May 26,1938 to said 
demand, acquiescing in much but not all of the de¬ 
mand, the Commission resolved to modify, somewhat 
in favor of the debtor and its controlling stockhold¬ 
ers, some of the details of its demand of April 28, 
1938. On June 4, 1938, the Commission adopted and 
sent to Dollar of Delaware a resolution specifying 
the then minimum terms and conditions under which 
it would extend a further subsidy to the debtor, re¬ 
affirming its demands of April 28, 1938 for further 
collateral, in somewhat modified form, the insistence 
still being on additional collateral and guarantees 
from members of the Dollar interests, not only the 
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pledge of the A and B stock of Dollar of Delaware 
but of numerous other properties owned by the plain¬ 
tiffs. This demand also requested a guarantee of the 
debt by plaintiff Lorber and the pledge of his stock 
to secure it. 

43. On June 17, 1938 Dollar of Delaware replied 
to the Commission’s demand of June 4, 1938, advis¬ 
ing of its own willingness to pledge such other addi¬ 
tional collateral demanded which it owned, and of 
the willingness of Dollar of California to deliver as 
requested by the Commission the B stock, but also 
advising the unwillingness of Dollar of California to 
pledge other property, and of the unwillingness of 
the other plaintiffs to give the guarantees and re¬ 
quested additional security. The debtor also sug¬ 
gested, in this reply, as a possibility, that the Com¬ 
mission buy the ships owned by Dollar of Delaware 
for $18,550,000 and apply a portion of this sum to 
entire payment of the debt. At that time, as the Com¬ 
mission later admitted in a report to Congress, the 
ships had a world market value in excess of the mort¬ 
gages on them securing the indebtedness to the Com¬ 
mission. However, the ships having been purchased 
from the United States Shipping Board, they could 
not be sold to non-American operators without the 
consent of the United States Maritime Commission 
(Title 46 U.S.C. Sec. 808, 864), and no American 
operator could buy or operate the ships in competi¬ 
tion with foreigners without an operating differential 
subsidy, the granting of which was also in the con¬ 
trol of the Maritime Commission. Thus, although the 
debtor’s assets were admittedly worth more than 
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enough to pay the debt, the creditor, the Maritime 
Commission, was in the unique position of control¬ 
ling the market for these ships and the price at which 
the debtor could sell them, and the creditor thus had 
the debtor at its absolute mercy, where it could pre¬ 
vent the debtor from paying the debt. 

44. Upon receipt of the debtor's communication 
of June IT, 1938, the Commission declined to buy the 
ships or to reduce the indebtedness one cent in con¬ 
sideration of a transfer to it of any property, and it 
still insisted on collateral to secure the indebtedness 
in unreduced amount. The Commission then consid¬ 
ered the alternatives available to it for the protection 
of the indebtedness. It concluded that the only al¬ 
ternative to the institution of a mortgage foreclosure 
proceeding against the debtor was to extend a long 
term subsidy and to subordinate its indebtedness of 
$7,500,000 to a new loan to Dollar of Delaware to 
be obtained from the Reconstruction Finance Cor¬ 
poration. If it granted a subsidy and subordinated 
the debt, the alternatives were then to do so with 
and without security, that is, (a) wholly without re¬ 
quiring any financial guarantees and stock control 
as it had requested for its security by the resolution 
of June 4, 1938, which it was unwilling to do, or (b) 
to negotiate with the Dollar interests to obtain sub¬ 
stantially all of the common stock, not only the B 
stock, but also the A stock. 

45. Following this decision, negotiations pro¬ 
ceeded and culminated in the agreement referred to 
in paragraph 14, supra, of this Amended Complaint, 
whereby A stock and the B stock, constituting over 
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92% of the voting stock of Dollar of Delaware, were 
substituted as collateral, securing the entire indebted¬ 
ness, due from Dollar of Delaware to the Maritime 
Commission, in place of the obligation of R. Stanley 
Dollar and Dollar of California, securing part of that 
indebtedness. Said agreement was entered into on or 
about August 15, 1938. 

46. There was no monetary consideration given 
by the Commission for any of the shares delivered 
to it pursuant to the agreement of August 15, 1938. 

47. The plaintiffs, their predecessors in interest, 
and the other parties delivering stock under said 
agreement received no consideration for the delivery 
of their stock to the Commission, if said delivery 
were construed to be an outright transfer of title 
rather than a transfer as collateral. 

48. The indebtedness of Dollar of Delaware was 
not in any way released, discharged, or in any amount 
reduced by virtue of the agreement of August 15, 
1938, or of anything done thereunder. On the con¬ 
trary, it was expressly provided in that agreement 
that the release of the plaintiffs R. Stanley Dollar 
and Dollar of California from their obligations as 
co-makers, sureties, endorsers and guarantors should 
not release or in any way impair the obligations of 
Dollar of Delaware to the Commission or the mort¬ 
gages securing the same, and that no credits were 
to be allowed or given thereon either as to principal 
or interest by reason of the delivery of the stock to 
the Commission, or by reason of any other considera¬ 
tion that might be received by the Commission under 
the terms and provisions of the agreement. The 
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principal indebtedness continued without alteration 
after the agreement of August 15, 1938, and the ex¬ 
ecution of all acts to be performed thereunder, the 
same as before, and that indebtedness was thereafter 
reduced only as Dollar of Delaware made payments 
on account thereof. 

49. Immediately before the agreement of August 
15, 1938 was entered into, the plaintiffs, their pre¬ 
decessors in interest and the other stockholders party 
to said agreement were faced with the alternative of 
executing the contract and delivering their shares 
of stock to the Commission or facing the inability of 
Dollar of Delaware to meet its obligations as they 
accrued, including the obligations to the Commission. 

50. Accordingly, acting under the intimidation 
and threat of bankruptcy and the inability to meet 
said obligations, Dollar of Delaware and the plain¬ 
tiffs and their predecessors in interest and the said 
other stockholders were involuntarily forced to and 
did enter into, said agreement of August 15, 1938. 

51. The transfer of the stock of Dollar of Dela¬ 
ware, made pursuant to said agreement of August 
15, 1938, was the culmination of negotiations, trans¬ 
actions and events beginning as early as June 30, 
1937. The relationship of the parties at that time 
was that of debtor, creditor and surety; that is, Dollar 
of Delaware was a debtor of the Maritime Commis¬ 
sion ; the debt was secured in two ways (1) by mort¬ 
gage on the ships of Dollar of Delaware, and (2) by 
the personal obligation of plaintiffs R. Stanley 
Dollar and Dollar of California as additional security 
for part of the indebtedness. The negotiations began 
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and proceeded with the repeated and insistent de¬ 
mands by the United States Maritime Commission 
for better security and collateral to secure the indebt¬ 
edness due from Dollar of Delaware; and primarily 
the insistence of the Maritime Commission was upon 
obtaining the voting and management control of 
Dollar of Delaware as such security. At no time in 
the course thereof was the character of the demands 
as being for collateral changed or altered into that 
of a demand for an outright transfer of title to the 
property or a demand for such transfer without any 
reduction of the indebtedness. At all said times the 
Maritime Commission, the creditor, occupied a su¬ 
perior position, the debtor Dollar of Delaware was 
in a necessitous and inferior position, and the 
Maritime Commission deliberately, consciously, and 
avowedly sought to and did take advantage of the 
debtor’s necessities. The negotiations culminated as 
they began and proceeded, as pertaining to a security 
transaction and not an outright transfer of title. In 
view of the fact that the Maritime Commission had 
as security for the indebtedness mortgages on all the 
ships of Dollar of Delaware, and that said ships 
were essentially all the assets of the debtor, the capi¬ 
tal stock of Dollar of Delaware represented in sub¬ 
stance the equity of redemption of the debtor’s own¬ 
ers. An outright transfer of the stock to the Maritime 
Commission would have constituted a transfer and a 
relinquishment by the debtor to the creditor of the 
equity of redemption in circumstances of necessity 
and pressure. The facts and circumstances are such 
that equity will not permit the agreement of August 
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15, 1938 or the deliveries of stock made thereunder 
to be treated as anything but a security transaction. 

52. The Maritime Commission’s purpose in re¬ 
questing, insisting upon, and entering into the trans¬ 
action evidenced by the contract of August 15, 1938, 
was to acquire voting control and the control of the 
management of Dollar of Delaware until the repay¬ 
ment of the indebtedness. The Maritime Commission 
in August, 1938, believed that the indebtedness would 
not be paid for a period of five years but would be 
paid thereafter and that the period of the contem¬ 
plated five-year subsidy would be less than the period 
during which it was expected that the debt would 
remain unpaid. The control so desired by the Mari¬ 
time Commission was as fully attained by a pledge 
of the stock herein involved as by an outright trans¬ 
fer, and the Maritime Commission so believed at the 
time. The acquisition of a greater title or interest 
in the stock than as security and collateral would 
have constituted the seizure of an unconscionable 
advantage, as the result of which the creditor would 
now have obtained complete repayment of the in¬ 
debtedness due it and yet solely as the result of the 
one time existence of the indebtedness would now be 
the owner of over two-thirds of the debtor and its 
assets and of over 92% of its voting control. 

53. There is now in the possession of such of the 
defendants who are still members of the Commission 
2,200,145 shares of the corporate stock of American 
President Lines, Ltd. (otherwise referred to as 
Dollar of Delaware), consisting of 2,100,000 shares 
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of the B stock, the legal title to which is vested in the 
plaintiff Dollar Steamship Line, 51,174 shares of the 
A stock, legal title to which is vested in the plaintiff 
R. Stanley Dollar, 2,075 shares of the A stock, legal 
title to which is vested in the plaintiff Dollar Steam¬ 
ship Line, 37,722 shares of the A stock, legal title to 
which is vested in the plaintiff The J. Harold Dollar 
Estates Co., and 9,174 shares of the A stock, legal 
title to which is vested in the plaintiff H. M. Lorber, 
and 122 shares of the A stock, legal title to which is 
vested in the Robert Dollar Co., all of which shares 
the defendants have refused to return or deliver to 
the plaintiffs, although formal demand has been made 
upon them, and all of which such of the defendants 
as are still members of the Commission are unlaw¬ 
fully retaining. 

54. Defendants, while in possession of said stock 
threatened to sell it at public offer to third parties. 
If defendants had not been restrained and enjoined 
by this Court, they would already have sold said 
stock. Unless further enjoined by this Court, such 
of the defendants as are still members of the Com¬ 
mission will sell said stock and the shares will be 
dispersed among numerous buyers, assignees and 
transferees, necessitating multiplicity of suits, all to 
the irreparable damage and detriment of the plain¬ 
tiffs and their legal right to said stock. 

55. Defendants, in further total disregard of the 
rights of the plaintiffs, have unlawfully warranted 
to prospective purchasers of the stock that, if litiga¬ 
tion develop from the defendants 7 wrongful sale of 
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the stock, the defendants would reimburse such pur¬ 
chasers in cash from the funds of the United States 
for such monies as the purchasers may have de¬ 
posited with the defendants for the purchase of the 
stock. 

56. The plaintiffs have a legal right to the stock 
which must be protected against the tortious invasion 
by the United States Maritime Commission and by 
the defendants and by the individuals who are mem¬ 
bers of the Commission, acting not only in excess of 
the powers validly conferred under the provisions 
of the Merchant Marine Act of 1936, as amended, and 
also contrary of the provisions of the Act, but acting 
also beyond any rights conferred by the agreement 
of August 15, 1938, properly construed. 

57. Said shares of stock have a special, unique, 
and peculiar value, such that it is not ascertainable, 
although the value of the shares belonging to each of 
the plaintiffs herein is well in excess of $3,000; hence, 
a suit at law for damages is inadequate. Moreover, 
defendants have received bids for said shares of more 
than $8,000,000 and the value of the shares is such 
that, as plaintiffs are informed and believe, defend¬ 
ants could not respond to a judgment for their value 

58. Plaintiffs are being damaged by defendants 
by the withholding of the shares and the delay dur¬ 
ing the course of legal proceedings to obtain the re¬ 
turn of the shares consequent upon the defendants 7 
refusal and failure to return the shares to plaintiffs 
upon demand as alleged above. 
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Wherefore, the plaintiffs pray judgment as fol¬ 
lows: 

1. That a temporary restraining order be issued 
immediately against the defendants and each of them, 
their agents, assistants, deputies, and employees, and 
all persons acting or assuming to act under their di¬ 
rection, enjoining and restraining them until the 
further order of the Court from selling, offering to 
sell, disposing or offering to dispose of the plaintiffs’ 
stock consisting of 2,200,145 shares of the American 
President Lines, Ltd. 

2. That an injunction pendente lite and a perma¬ 
nent injunction be issued against the defendants, 
their agents, assistants, deputies and employees, and 
all persons acting or assuming to act under their di¬ 
rection, restraining and enjoining them forever from 
selling, offering to sell, disposing or offering to dis¬ 
pose of said stock. 

3. That the defendants be directed and ordered by 
this Court to deliver to the plaintiffs the following 
stock: to plaintiff Dollar Steamship Line 2,100,000 
shares of the B stock of American President Lines, 
Ltd., and 2,075 shares of the A stock of said corpora¬ 
tion ; to the plaintiff R. Stanley Dollar 51,174 shares 
of the A stock of said corporation; to the plaintiff 
The J. Harold Dollar Estates Co. 37,722 shares of 
the A stock of said corporation; and to the plaintiff, 
H. M. Lorber 9,174 shares of the A stock of said cor¬ 
poration. 

4. That plaintiffs have and recover damages from 
the defendants for the delay and/or failure of return 
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of their stock caused by defendants’ refusal to return 
said shares when demanded. 

5. That the plaintiffs have such other and further 
relief as the nature of the case may require and to 
the Court may seem just and proper in the premises, 
together with their costs of suit herein incurred. 

CLINTON M. HESTER, 
MICHAEL M. KEARNEY, 

432 Shoreham Building, 
Washington 5, D. C. 

GREGORY A. HARRISON, 
MOSES LASKY, 

111 Sutter Street, 

San Francisco 4, California, 
Attorneys for Plaintiffs. 

(Duly Verified.) 

[Endorsed] : Filed May 9, 1947. 


EXHIBIT A [To Plaintiffs’ Amended Complaint] 
Original contract between plaintiffs and the 
Maritime Commission dated August 15,1938. 

This agreement dated August 15, 1938, by and be¬ 
tween: 

Dollar Steamship Lines, Inc., Ltd., a Delaware 
corporation, hereinafter referred to as Dollar of 
Delaware; 

Dollar Steamship Line, a California corporation, 
hereinafter referred to as Dollar of California; 
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The Robert Dollar Co., a California corporation, 
hereinafter referred to as Robert Dollar Co.; 

Admiral Oriental Line, a Washington corporation, 
hereinafter referred to as Admiral Oriental; 

Pacific Lighterage Corporation, a Marine corpora¬ 
tion; 

Olympic Refining Company, a Washington cor¬ 
poration ; 

Dollar Wharf & Warehouse Company, a China 
Trade Act corporation; 

Dollar Terminal Steamship Company, a Nevada 
corporation; 

R. Stanley Dollar: 

Keith R. Ferguson and Robert Dollar II, as ex¬ 
ecutors of the estate of John Harold Dollar, also 
known as J. Harold Dollar, deceased; 

H. M. Lorber; 

The Anglo California National Bank of San Fran¬ 
cisco, a national bank corporation, hereinafter re¬ 
ferred to as Anglo Bank; 

Mortimer Fleishhacker; 

Herbert Fleishhacker; and 

United States Maritime Commission, hereinafter 
referred to as the Commission; 

Witnesseth: The parties hereto are interested, di¬ 
rectly and indirectly, financially and otherwise, in 
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Dollar of Delaware, and deem the consummation of 
the Adjustment Plan respecting said company as 
hereinafter set forth to be mutually advantageous. 
Therefore, the parties hereto hereby adopt said Ad¬ 
justment Plan, and agree that it shall be deemed to 
constitute, and shall constitute, an agreement by and 
between them, and in consideration of the agree¬ 
ments, covenants, commitments, undertakings, repre¬ 
sentations, and warranties therein set forth, and in 
consideration of the granting by the Commission of 
the five-year operating differential subsidy and the 
loan for repairs, rehabilitations and reconditioning 
therein referred to, subject expressly to the pro¬ 
visions of paragraph 23 of said Adjustment Plan, 
each of the parties hereto hereby respectively agree, 
with all reasonable dispatch, to do all of the things 
and take all steps, acts, and proceedings, and execute 
and deliver all certificates, documents, instruments, 
and writings that it may legally do, take, or execute 
and deliver and that may be necessary or proper on 
its or his part to accomplish or facilitate the con¬ 
summation of the transactions and deeds referred 
to and set forth in said Adjustment Plan. Said Ad¬ 
justment Plan is as follows: 

Adjustment Plan—Dollar Steamship 
Lines, Inc., Ltd. 

1. Dollar of California holds, or forthwith will 
acquire and hold, all of the issued and outstanding 
class B stock of Dollar of Delaware, which said stock 
consists of 2,100,000 shares and stands of record in 
the names of the respective parties hereinafter listed, 
and Dollar of California will transfer, or cause to be 
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transferred, all of said stock to the Commission, or 
its nominee, free and clear of all liens and incum¬ 


brances: 

Shares 

(a) Dollar of California. 1,872,210 

(b) Robert Dollar Co. 227,790 


Total. 2,100,000 


2. The following named parties hold, or forthwith 
will acquire and hold, the number of shares of class 
A stock of Dollar of Delaware listed after their re¬ 
spective names, and each of said parties will respec¬ 
tively transfer, or cause to be transferred, to the 
Commission, or its nominee, free and clear of all 
liens and incumbrances, the respective number of 
shares so listed: 

Shares 


(a) J. Harold Dollar estate. 24,107 

(b) R. Stanley Dollar. 2,293 

(c) H. M. Lorber. 9,174 

(d) Mortimer Fleishhacker. 26,122 

(e) Dollar of California. 2,075 

(f) Admiral Oriental. 122 


Total. 63,893 


3. All rights and interests of the pledgor in and 
to the following listed class A stock of Dollar of 
Delaware will be transferred to the Commission, or 
its nominee, subject to existing pledges, and during 
the existence of said pledges, the Commission, or its 
nominee, shall have the voting rights accruing to 
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such stock and the pledgor and pledgees will duly 
execute and deliver to the Commission or its nominee, 
from time to time, whenever requested, irrevocable 
proxies, giving full, unrestricted and unlimited rights 
to vote all such stock: 

Shares 

Herbert Fleishhacker. 33,000 

4. All rights and interests of the respective 
pledgors in and to the following issued class A stock 
of Dollar of Delaware will be transferred to the Com¬ 
mission, or its nominee, subject to existing pledges 
and subject to option agreements referred to in para¬ 
graph 5 hereof: 

Shares 


(a) R. Stanley Dollar. 33,600 

(b) J. Harold Dollar estate. 11,273 

(c) R. Stanley Dollar, J. Harold Dollar es¬ 
tate, and Herbert Fleishhacker, jointly 6,660 

Total. 51,533 


5. The Anglo Bank as pledgee and the respective 
pledgers of the class A stock referred to in paragraph 
4 above, will execute and deliver option agreements 
respecting such stock which shall provide: 

(a) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged A stock, and during such 
period no disposition shall be made of any such stock 
(other than by release to the Commission, or its 
nominee) except subject to the express right of the 
Commission to exercise all voting rights thereon, and 
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during such period the pledgee, pledgors, and other 
holders of said stock will duly execute and deliver to 
the Commission, or its nominee, from time to time, 
wherever requested, irrevocable proxies, giving full, 
unrestricted, and unlimited rights to vote all such 
stock. 

(b) For a period of five years from date, the Com¬ 
mission, or its nominee, shall have the right, at any 
time, to purchase and take over all rights and inter¬ 
ests of the pledgee (including the rights and interests 
of the pledgee in and to all collateral then pledged) 
upon payment of a sum equal to the balance due on 
account of the loan for which the A stock is so 
pledged, and in such event to release said A stock 
from the pledge, and transfer said A stock to the 
Commission, or its nominee, free and clear. 

(c) During the period terminating five years from 
date, the pledged A stock shall be released and trans¬ 
ferred to the Commission, or its nominee, free and 
clear, upon receipt by the pledgee of payments on 
account of the loan equal in the aggregate to $2 for 
each share of such A stock so pledged, from any 
source or sources, except only from the proceeds re¬ 
alized from the liquidation of pledged collateral other 
than such A stock (including but not limited to any 
payments that may be made by the pledgor; or that 
may be made by the Commission, or its nominee, or 
their respective assignees); and during such period 
no disposition shall be made of any such stock (other 
than by release to the Commission, or its nominee) 
except subject to the express right of the Commis¬ 
sion, or its nominee, to receive such stock free and 




38 


R. Stanley Dollar, et al 

clear when the aggregate of such payments on ac¬ 
count of the loan equals $2 for each such share. 

(d) For a period of five years from date, unless 
the A stock included in the pledge has been released 
and transferred to the Commission, or its nominee, 
free and clear, no other collateral securing the pledge 
shall be released from the pledge, except for full con¬ 
sideration (the determination of the loan committee 
of the pledgee in this regard to be conclusive) and no 
guarantee shall be released; and the Commission, or 
its nominee, shall have the right to full information 
respecting such pledge and all transactions affecting 
the same. 

(e) A legend shall be stamped upon all certificates 
evidencing the stock covered by said option agree¬ 
ments, making appropriate reference to said agree¬ 
ments and to the transfer of rights and interests in 
and to said stock in accordance with paragraph 4 of 
this Adjustment Plan. 

6. Dollar of Delaware will make cash payments to 
such of the parties hereto as may incur expense for 
stock transfer taxes in connection with the transfers 
above referred to, which payments shall equal the 
respective amounts of such expenses so incurred. 

7. The management agreement between Dollar of 
California and Robert Dollar Co., dated June 23, 
1926 (to which Dollar of Delaware is the assignee of 
Dollar of California) will be terminated and can¬ 
celled by said parties. The matter of the adjustment 
or settlement of any rights and claims in connection 
with said contract as between Dollar of California 
and Robert Dollar Co. shall be handled by said com- 
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panies by separate agreement on such basis as may 
be agreed to by and between them, but no obligations 
or liability shall be imposed upon or result or accrue 
to Dollar of Delaware or any of the other parties 
hereto by reason of such termination and cancellation. 

8. Dollar of Delaware will take over and assume 
ail leases of Robert Dollar Co. for offices, space, and 
premises acquired by Robert Dollar Co. and used 
by it in the performance of its activities as managing 
agent under and pursuant to said management 
agreement of June 23, 1926, exclusive of the office 
at Manila, P.I., in such manner that Dollar of Dela¬ 
ware shall assume no obligation to any landlord 
which shall be more extensive than the existing ob¬ 
ligation of Robert Dollar Co. and so as to preserve 
and vest in Dollar of Delaware all rights, if any exist, 
against any landlord by reason of said leases. Dollar 
of Delaware will hold Robert Dollar Co. harmless by 
reason of any liability or obligations that it has or 
may have by reason of said leases which arose or 
may arise subsequent to January 25, 1938. For a 
period of six months from date Dollar of Delaware 
shall have the right but shall have no obligation to 
use and occupy the space in said premises at Manila, 
P.I., at the same rental which it has been paying 
therefor since January 25,1938. 

9. Dollar of California will acquire from Robert 
Dollar Co. clear and unincumbered title to all office 
furniture, furnishings, fixtures, and equipment now 
situate in the offices and premises referred to in para¬ 
graph 8 hereof, including said office at Manila, P.I., 
and also all other such property (if there should be 
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any) which Robert Dollar Co. acquired for the pur¬ 
pose of handling its activities as said managing agent 
and which it now owns and holds, and also all auto¬ 
mobiles so acquired, owned and held (including, but 
without limitation, the Chrysler automobile used by 
Robert Dollar in San Francisco), and Dollar of Cali¬ 
fornia will sell all said property to Dollar of Dela¬ 
ware, and Dollar of Delaware will purchase all of 
said property from Dollar of California, for the sum 
of $100,000, payable $35,000 in cash, and $65,000 in 
preferred stock of Dollar of Delaware at the par 
value thereof. 

10. Dollar of Delaware will take into its employ 
all of the personnel of Robert Dollar Co. engaged in 
managing agent’s activities. Robert Dollar Co. rep¬ 
resents and warrants that it has no contracts of em¬ 
ployment with any of said employees, nor has it any 
undischarged obligations or liabilities to any of said 
employees which said employees were legally entitled 
to have had discharged on or prior to January 25, 
1938, notwithstanding their employment continued 
after said date. Dollar of Delaware shall have no ob¬ 
ligation to retain any of said employees, and shall 
have no obligations or liability to any of said em¬ 
ployees in the event it hereafter should terminate 
their employment, except only such obligations and 
liability as may be imposed by law. 

11. If Robert Dollar Co. obtains a modification 
of its existing lease for space in the Robert Dollar 
Building, San Francisco, between Robert Dollar Co. 
and the owners of said building, dated April 1, 1937, 
so as to include therein, without additional rental, the 
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3,460 square feet of space in the basement of said 
building which is being used for storage purposes, 
and so as to provide, at the expense of the owners of 
said building, for such changes in partitions and in 
the arrangement of the elevator court as Dollar of 
Delaware may desire, Dollar of Delaware will affirm 
and assume such lease, and such lease shall be duly 
approved by the Commission. 

12. Dollar of Delaware, within six months from 
the date of this agreement, will relinquish all rights 
to the use of the name “Dollar,” and all rights to use 
the Dollar flag and insignia. During such six-month 
period, unless said rights are earlier so relinquished, 
Dollar of Delaware will continue to have the right to 
use said name, flag, and insignia. 

13. Dollar of California, Admiral Oriental, Pa¬ 
cific Lighterage Corporation, Robert Dollar Co., and 
Olympic Refining Co. will give such confirmations, 
receipts, releases, and agreements as may be deemed 
necessary or proper to foreclose any attack on trans¬ 
actions that have been had in connection with the debt 
adjustments referred to in the compilation entitled 
“Financial Readjustments in Dollar Steamship 
Lines, Inc., Ltd.” and issued by the Commission un¬ 
der date of February 17, 1938, pages 22 to 25, in¬ 
clusive. 

14. The Commission and Dollar of Delaware will 
release R. Stanley Dollar and Dollar of California 
from all liability as makers, comakers, guarantors, or 
endorsers of the ship mortgage notes covering the 
steamships President Harrison, Hayes, Adams, Gar- 
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field, Polk, Monroe, Van Buren, Taft, Cleveland, 
Wilson, Lincoln, and Pierce in such manner as to 
preserve and protect the liability of Dollar of Dela¬ 
ware on said ship mortgages and the priorities of said 
mortgages, and Dollar of Delaware will do and take 
all action and proceedings and authorize, execute, 
and deliver all instruments and writings that may 
be necessary to accomplish such result or that the 
Commission may deem advisable for such purpose, 
and agrees that said releases shall not release or in 
any way impair its obligations under said notes or 
said mortgages securing the same, nor shall any 
credits be allowed or given thereon, either as to prin¬ 
cipal or interest by reason of the stock transfers or 
other consideration that may be received bv the Com- 
mission under the terms and provisions hereof. The 
Commission and Dollar of Delaware will deliver to 
R. Stanley Dollar and Dollar of California such in¬ 
struments as may be necessary or proper to evidence 
said releases. Appropriate endorsements to evidence 
said releases shall be made upon each of said ship 
mortgage notes on which R. Stanley Dollar and 
Dollar of California, or either of them, are makers, 
comakers, or endorsers, and said notes shall be de¬ 
posited in escrow with instructions to the escrow 
holder to make the same available for inspection, 
upon directions of the Commission, or R. Stanley 
Dollar, or Dollar of California, to any parties, court, 
commissions, or other groups or bodies designated in 
such directions. 

15. Dollar of Delaware will hold Robert Dollar 
Co., Dollar of California, Admiral Oriental, and their 
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respective officers and directors, harmless from all 
liability that has or may hereafter accrue under that 
certain contract dated April 23,1930, by and between 
Robert Dollar Co., Dollar of California, Admiral 
Oriental, and Dollar of Delaware, as parties of the 
first part and collectively referred to in said agree¬ 
ment as the Dollar companies, and Matson Naviga¬ 
tion Company, Matson Navigation Corporation, Ltd., 
and Oceanic Steamship Company, as parties of the 
second part and collectively referred to in said agree¬ 
ment as the Matson companies, by reason of any ac¬ 
tions on the part of Dollar of Delaware which have 
created or may hereafter create any liability to said 
Matson companies for which said Dollar companies, 
or their respective officers or directors, may be held 
accountable. 

16. Dollar of Delaware will hold R. Stanley 
Dollar, personally and as an officer and director of 
Dollar of Delaware, harmless by reason of his per¬ 
sonal guarantee of February 20, 1934, to London 
Steamship Owners’ Mutual Insurance Association, 
Ltd., and will make application to said association to 
release R. Stanley Dollar from said guarantee, and 
if it should be necessary to accomplish such result 
Dollar of Delaware will undertake to obtain a surety 
company guarantee as a substitute for said personal 
guarantee of R. Stanley Dollar and if it should be 
able to obtain such substituted guarantee it will do 
so and thereby effect such substitution. If Dollar of 
Delaware should be unable to obtain such release 
within 90 days from the date hereof, R. Stanley 
Dollar thereafter shall have the right to give notice 
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to said association that he withdraws all said per¬ 
sonal guarantees. 

17. Dollar of Delaware and R. Stanley Dollar, and 
Dollar of Delaware and H. M. Lorber, will give mu¬ 
tual releases of and from all claims based upon past 
transactions. 

18. The Commission, the Anglo Bank, Dollar of 
California, Dollar Wharf & Warehouse Co., and 
Dollar of Delaware will take all action and proceed¬ 
ings necessary or proper to effect an extension of 
their outstanding Fillmore-Johnson mortgages for a 
period of one year, without amortization, and so as 
to provide that the rights of the mortgages shall be 
limited to the collateral. 

19. The Anglo Bank, Dollar Terminal Steamship 
Company and the Commission will take all action 
and proceedings and give all consents that may be 
necessary or proper to effect the cancellation of the 
indebtedness of Dollar of Delaware to Dollar 
Terminal Steamship Company. (See Compilation, p. 
23(c).) 

20. The Anglo Bank and Dollar of Delaware will 
modify the agreement between them dated January 
17,193S, so as to provide that each of the dates in the 
amortization schedule set forth in paragraph 1 of 
said agreement be set forward six months. 

21. Dollar of Delaware will take all steps and pro¬ 
ceedings and will duly authorize, execute and deliver 
all formal applications that may be required by the 
Commission and by the Reconstruction Finance Cor- 
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poration, and all mortgages, promissory notes, and 
other writings and instruments that may be necessary 
or proper to— 

(a) Obtain a five-year operating differential sub¬ 
sidy from the Commission; 

(b) Obtain a loan of approximately $1,500,000 
from the Commission for the purpose of meeting the 
expense of repairing, rehabilitating, and recondi¬ 
tioning its vessels; 

(c) Obtain a loan of not less than $2,000,000 from 
the Reconstruction Finance Corporation for operat¬ 
ing capital; and 

(d) Meet and comply with all requirements of the 
Commission and the Reconstruction Finance Cor¬ 
poration, as to security or otherwise, which may be 
imposed as conditions to granting said subsidy and 
said loan or loans. 

22. The class A and class B stock to be transferred 
to the Commission, or its nominee, free and clear or 
subject to existing pledges, the option agreements 
relating to the class A stock to be transferred sub¬ 
ject to existing pledges, and the instruments and 
writings necessary or proper to accomplish the ob¬ 
jectives and results set forth in paragraphs 1 to 20, 
inclusive, shall forthwith be deposited in escrow and 
the same shall be delivered to the respective parties 
entitled thereto when and if the subsidy agreement re¬ 
ferred to in paragraph 21 above has been entered into 
and the loans so referred to have been made, or firm 
commitments therefor have been obtained. In the 
event said subsidy agreement has not been entered 
into and said loans have not been made or firm com- 
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mitments for said loans have not been obtained 
within sixty days from the date hereof, each of the 
parties hereto shall have the right to demand and 
receive the return of all stock certificates, option 
agreements, and other instruments and writings 
which said parties have respectively so deposited in 
escrow, and in the event of any such withdrawal or 
withdrawals, the respective obligations of the parties 
hereto based or founded upon the terms and pro¬ 
visions of this agreement shall thereupon cease and 
terminate, Dollar of Delaware shall pay all escrow 
fees that may be incurred in connection with the 
above transactions. 

23. It is expressly understood and agreed by and 
between the parties hereto that the Commission has 
and shall have no duties or obligations whatever 
to any of the other parties hereto except only such 
duties and obligations as it herein expressly assumes 
and agrees to meet and perform and such duties and 
obligations as it may expressly agree to meet and 
perform in said subsidy agreement and in any agree¬ 
ment it may enter into in respect of said loan for 
repairs, rehabilitation and reconditioning, and in 
this connection it is hereby expressly understood and 
agreed— 

(a) That the Commission has not undertaken or 
agreed, and does not undertake or agree hereby, to 
enter into said subsidy agreement unless and until 
the findings and determinations required by law with 
respect to such subsidy agreement have been made 
by the Commission, and terms and conditions respect- 
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ing such subsidy agreement have been arrived at by 
the Commission and the party or parties to the sub¬ 
sidy agreement; 

(b) That the Commission has not undertaken or 
agreed, and does not undertake or agree hereby, to 
enter into any agreement with respect to a loan for 
repairs, rehabilitation, and reconditioning unless 
and until any findings and determinations required 
by law in connection with such loans shall have been 
made by the Commission, and the Commission and 
the parties to the loan have arrived at satisfactory 
terms and conditions: 

(c) That the Commission has not undertaken or 
agreed, and does not undertake or agree hereby, to 
take any action with reference to the proposed loan 
of not less than two million dollars from the Recon¬ 
struction Finance Corporation for operating capital 
unless and until any findings and determinations re¬ 
quired by law with respect to the subordination of 
any indebtedness to the Commission to the mortgage 
or mortgages securing said loan from the Recon¬ 
struction Finance Corporation have been made by 
the Commission, and that the only obligations of the 
Commission are to furnish the Reconstruction Fi¬ 
nance Corporation such information concerning Dol¬ 
lar of Delaware as may be requested by the Recon¬ 
struction Finance Corporation and in the possession 
of the Commission, and subject to the findings and 
determinations aforesaid and if the conditions of the 
loan are satisfactory to the Commission, to subordi¬ 
nate the existing indebtedness on the operating fleet 
of Dollar of Delaware which is owed to the Com- 
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'mission to the mortgage or mortgages securing said 
loan from the Reconstruction Finance Corporation; 

(d) That the Commission shall have no duty or 
obligation to make any payments, loans, or advances 
whatever to Dollar of Delaware or to any creditor 
of said company or otherwise except only in such 
amounts and under such terms and conditions as may 
be expressly provided in said subsidy and loan agree¬ 
ments, nor shall it have any duty or obligation what¬ 
ever to continue, or to provide for the continuation 
of the operations, or any part of the operations, of 
Dollar of Delaware except as may in said agree¬ 
ments be expressly provided, nor shall it have any 
duty or obligation to continue to hold any of the 
stock, or any interest in or to any of the stock, of 
Dollar of Delaware which it may acquire under the 
terms and provisions hereof or otherwise; and 

(e) That the sole right of any party hereto under 
this agreement in the event a subsidy agreement is 
not entered into or the loans mentioned are not made 
or firm commitments therefor obtained shall be to 
terminate this agreement in accordance with para¬ 
graph 22 hereof. 

In witness whereof, the individual parties, and 
Keith R. Ferguson, and Robert Dollar II, as execu¬ 
tors of the estate of John Harold Dollar, also known 
as J. Harold Dollar, deceased, have executed fifteen 
counterpart originals of this agreement by affixing 
their respective signatures thereto (such execution 
of this agreement by said executors being subject to 


vs. Emory S. Land, et al 


49 


such confirmation by the court in said estate pro¬ 
ceedings as may be required by law), and the other 
parties have caused such counterparts to be executed 
by their respective duly authorized officers or rep¬ 
resentatives. 

(Seal) DOLLAR STEAMSHIP LINES, INC., 
LTD., 

By ARTHUR B. POOLE, Vice President. 
Attest: D. T. BUCKLEY, Secretary. 

(Seal) DOLLAR STEAMSHIP LINE, 

By M. THOMPSON, 2d Vice President. 
Attest: A. E. LANG, Assistant Secretary. 

(Seal) THE ROBERT DOLLAR CO., 

By H. M. LORBER, Vice President. 

Attest: ROBERT P. SEELEY, Assistant Secretary. 

(Seal) ADMIRAL ORIENTAL LINE, 

By ROBERT DOLLAR II, Vice President. 
Attest: E. H. HALL, Secretary. 

(Seal) PACIFIC LIGHTERAGE CORPORA¬ 
TION, 

By R. H. ANDERSON, President. 

Attest: L. C. ROSS, Assistant Secretary. 

(Seal) OLYMPIC REFINING COMPANY, 
By PHILIP E. JOHNSON, Vice Pres. 
Attest: K. BRENDEL, Secretary. 

(Seal) DOLLAR WHARF & WAREHOUSE 
COMPANY, 

By O. G. STEEN, President. 

Attest: J. A. TOGNETTI, Assistant Secretary. 
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(Seal) DOLLAR TERMINAL STEAMSHIP 
COMPANY, 

By H. M. LORBER, Vice President. 

Attest: E. C. KESTER, Assistant Secretary. 

/%/ R. STANLEY DOLLAR 
R. Stanley Dollar, 

/s/ KEITH R. FERGUSON, 

Keith R. Ferguson, 

/s/ ROBERT DOLLAR, II, 

Robert Dollar, II, 

as Executors of the Estate of John Harold Dollar, 
also known as J. Harold Dollar, deceased. 

/s/ H. M. LORBER, 

H. M. Lorber, 

(Seal) THE ANGLO CALIFORNIA NA¬ 
TIONAL BANK OF SAN FRAN¬ 
CISCO, 

By P. E. HOOVER, Vice President. 
Attest: R. H. HOLMBERG, Assistant Secretary. 

/s/ MORTIMER FLEISHHACKER, 
Mortimer Fleishhacker, 

Herbert Fleishhacker. 

UNITED STATES MARITIME 
COMMISSION 

By REGINALD S. LAUGHLIN, Special 
Counsel. 
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[Title of District Court and Cause.] 

STIPULATION FOR SUBSTITUTION OF 
PLAINTIFF, ADDITION OF DEFEND¬ 
ANTS AND FILING OF SUPPLEMENTAL 
COMPLAINT 

It Is Hereby Stipulated, by and between the 
plaintiffs and the defendants and William W. Smith, 
Richard Parkhurst, Grenville Mellen and J. K. Car- 
son, Jr., as follows: 

1. That The Robert Dollar Co. may be and, upon 
approval of this stipulation by order of court, shall 
be deemed to be, substituted as plaintiff in the place 
and stead of the plaintiff The J. Harold Dollar 
Estates Company. 

2. That William W. Smith, Richard Parkhurst, 
Grenville Mellen and J. K. Carson, Jr. may be, and 
upon approval of this stipulation by order of court 
shall be deemed to be, added as and m?.de parties de¬ 
fendant herein, in addition to and not by way of sub¬ 
stitution for any other defendant. Nothing in this 
Stipulation shall preclude any of the defendants 
from making any defense to this action, by motion or 
of law, be entitled and free to make had a new and 
independent suit been instituted in this cause between 
otherwise, which the defendants would, as a matter 
the parties hereto. 
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3. That the motion of the plaintiffs for leave to 
file herein a Supplemental Complaint may be granted 
and that, to avoid the filing of duplicate papers, the 
verified copy of said Supplemental Complaint which 
was attached to said motion filed herein on May 9, 
1947 shall be deemed to be the Supplemental Com¬ 
plaint and shall be deemed to have been filed herein 
as of this date; provided, however, that the defend¬ 
ants shall not by this Stipulation be deemed to have 
waived any of their rights to object, by way of an¬ 
swer, motion, or otherwise, to any of the allegations 
of the Supplemental Complaint, and such rights to 
object are hereby expressly reserved to the de¬ 
fendants. 

4. That the defendants, including the new’ defend- 
ants, William W. Smith, Richard Parkhurst, Gren¬ 
ville Mellen and J. K. Carson, Jr., may have 60 days 
from date hereof in which to file motions or respon¬ 
sive pleadings addressed to the Amended Complaint 
herein and to said Supplemental Complaint. 

5. That the cause may be and shall be deemed dis¬ 
missed against Howard L. Vickery, deceased. 

6. That the motions heretofore filed with the 
United States Supreme Court by the Solicitor Gen¬ 
eral and referred to this Court for decision, viz., the 
motions to substitute William W. Smith, Richard 
Parkhurst, and Grenville Mellen for the defendants 
Emory S. Land, Edwnrd Macauley and John M. Car- 
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mody be and the same are hereby deemed to be with¬ 
drawn without prejudice. 

Dated: May 26,1947. 

CLINTON M. HESTER 
MICHAEL M. KEARNEY 
GREGORY A. HARRISON 
MOSES LASKY 
Attorneys for Plaintiffs 

/s/ PEYTON FORD 

Attorneys for Defendants and William W. Smith, 
Richard Parkhurst, Grenville Mellen and J. K. 
Carson, Jr. 

So Ordered: 

JAMES M. PROCTOR, Justice. 

[Endorsed]: Filed May 27, 1947. 


[Title of District Court and Cause.] 

STIPULATION AND AGREEMENT 

It is hereby stipulated and agreed by and between 
the parties hereto that until the final determination 
of this case, the defendants will not, nor will any of 
them, either directly or through any agents, assist¬ 
ants, deputies, or employees sell, transfer, or other¬ 
wise dispose of the possession or custody of any of 
the shares of stock which are the subject matter of 
this suit or of any of the certificates representing 
said shares of stock unless prior thereto they shall 
have given to the plaintiffs at least twenty days 
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notice in writing of their intention to do so, so that 
plaintiffs may have an opportunity to apply to the 
Court for a restraining order or an injunction pen¬ 
dente lite or both; but defendants shall not be deemed 
by this stipulation to have consented to the entry of 
such an order or injunction. By so stipulating, the 
defendants shall not be deemed to have represented 
that they or any of them had or now have possession 
or custody of any of the certificates of stock which 
are the subject matter of this suit or any power or 
authority to sell, transfer, or otherwise dispose of 
said certificates. 

Dated: June 10,1947. 

CLINTON M. HESTER 
MICHAEL M. KEARNEY 
GREGORY A. HARRISON 
MOSES LASKY 
Attorneys for Plaintiffs 

PEYTON FORD, 

Asst. Atty. General. 

Attorneys for Defendants and William W. Smith, 
Richard Parkhurst, Grenville Mellen and J. El 
Carson, Jr. 

So Ordered: 

JAMES M. PROCTOR, Justice, 6/11/47. 
[Endorsed]: Filed June 11,1947. 
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[Title of District Court and Cause.] 

SUPPLEMENTAL COMPLAINT 

Pursuant to Rule 15, subd. (e), of the Rules of 
Civil Procedure, and leave of court having been 
granted, plaintiffs file herein this, their Supplemental 
Complaint, and allege as follows: 

I. 

The original complaint herein was filed on Novem¬ 
ber 6, 1945. On the following day, to wit, November 
7, 1945, the plaintiff The J. Harold Dollar Estates 
Company merged into The Robert Dollar Co. The 
Robert Dollar Co. is and at all times herein men¬ 
tioned has been a corporation organized and existing 
under the laws of the State of California with its 
principal place of business in the State of California, 
and is and at all said times has been a resident and 
citizen of the State of California. On November 7, 
1945, Dollar Investment Co., a corporation organized 
and existing under the laws of the State of California 
and a resident and citizen of the State of California, 
merged into the said The Robert Dollar Co. The 
mergers occurred under and pursuant to the laws 
of the State of California, and under said laws the 
separate existence of the plaintiff The J. Harold 
Dollar Estates Company and The Dollar Investment 
Co. ceased upon the merger, and The Robert Dollar 
Co. succeeded to all the rights and properties of each 
of those two corporations. 
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II. 

After the original complaint was filed herein the 
following events occurred. Defendant Howard L. 
Vickery died on March 21, 1946. Defendant Emory 
S. Land resigned as a member of the L T nited States 
Maritime Commission (hereafter referred to as the 
Commission) on January 15, 1946. Defendant Ed¬ 
ward Macauley resigned as a member of the Com- 
mission on May 21, 1946. The term of defendant 
John M. Carmody as a member of the Commission 
expired on September 26, 1946. On June 23, 1946, 
William W. Smith took office as Chairman of the 
Commission. On February 20, 1946, Richard Park- 
hurst took office as a member of the Commission. On 
July 2,1946, Grenville Mellen took office as a member 
of the Commission. On April 1, 1947, J. K. Carson, 
Jr. took office as a member of the Commission. The 
Commission now consists of defendants William W. 
Smith, Raymond S. McKeough, Richard Parkhurst, 
Grenville Mellen and J. K. Carson, Jr. 

III. 

At the time William W. Smith, Richard Park¬ 
hurst, Grenville Mellen and J. K. Carson, Jr. took 
office as members of the Commission this Court had 
lost jurisdiction of the cause by reason of the follow¬ 
ing facts: An order of dismissal had been entered as 
of December 21,1945; an appeal therefrom had been 
taken to the United States Court of Appeals for the 
District of Columbia on December 26, 1945; the said 
Court of Appeals on March 18, 1946 reversed the 
order of dismissal and ordered the cause remanded 
to this Court; thereafter the mandate of said Court 
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of Appeals was stayed to permit defendants to file a 
petition for writ of certiorari with the United States 
Supreme Court; said petition for writ of certiorari 
was filed on June 18, 1946 and was granted on Octo¬ 
ber 14,1946. Thereafter, on April 7,1947, the United 
States Supreme Court affirmed the judgment of said 
Court of Appeals, and thereafter the cause was re¬ 
manded to this Court, which thereupon regained 
jurisdiction. 

IV. 

On June 18, 1946, concurrently with the filing in 
the United States Supreme Court of the defendants’ 
petition for a writ of certiorari, the Solicitor General, 
who presented said petition and represented the peti¬ 
tioners, filed with the United States Supreme Court 
a motion to substitute William W. Smith and Rich¬ 
ard Parkhurst as defendants and petitioners. On 
July 17,1946, fifteen days after Grenville Mellen be¬ 
came a member of the Commission, the Solicitor Gen¬ 
eral filed a motion with the United States Supreme 
Court to substitute Grenville Mellen as a defendant 
and petitioner. On September 4, 1946, the plaintiffs 
herein filed with the United States Supreme Court 
a consent to the substitution of Richard Parkhurst 
as defendant in the place of Howard L. Vickery, 
deceased, a consent to the addition of William W. 
Smith and Grenville Mellen as defendants, and an 
objection to the elimination of Emory S. Land and 
Edward Macauley as parties defendant. On October 
14,1946, the United States Supreme Court made and 
entered an order thus: 
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“On consideration of the motions to substitute 
filed by the Solicitor General, it is ordered that 
Richard Parkhurst be substituted as a party 
petitioner in the place and stead of Howard L. 
Vickery, deceased, and that W. W. Smith and 
Grenville Mellen be added as parties petitioner. 
Further consideration of the question of eliminat¬ 
ing Emory S. Land and Edward Macauley as 
parties petitioner is postponed to the hearing of 
the case on the merits/ 7 

On April 7, 1947, at the time of affirming the judg¬ 
ment of the Court of Appeals herein, the United 
States Supreme Court stated as follows: 

“Motions were made by the Solicitor General 
to substitute as defendants the new members of 
the Commission for those who are no longer mem¬ 
bers. We added the new members as petitioners- 
defendants and dismissed as to a deceased mem¬ 
ber but reserved decision as to the other former 
members. 329 U. S. A majority of those joining 
in this opinion are of the view that it is more 
appropriate that both motions be considered by 
the District Court. The questions have not been 
briefed or argued here. Moreover the present 
record may not present all the facts necessary for 
disposition of the motions. Accordingly we vacate 
the order of substitution which we entered so that 
the District Court may on demand of the cause 
pass on the motions unembarrassed by any action 
here. 7 ’ 
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and it ordered that 

4 ‘The order of this court substituting the new 
members of the Maritime Commission as peti¬ 
tioners is vacated so that the District Court may 
consider motions for substitution on the remand 
of the case to that court.” 

V. 

Upon becoming members of said Commission, 
William W. Smith, Richard Parkhurst, Grenville 
Mellen and J. K. Carson, Jr. obtained and assumed 
custody and possession of plaintiffs’ shares of stock 
referred to in the complaint and amended complaint 
on file herein, and ever since have retained and do 
now hold said custody and possession. 

VI. 

After William W. Smith, Richard Parkhurst and 
Grenville Mellen were added as petitioners in the 
above proceedings in the United States Supreme 
Court, they joined with the defendants Emory S. 
Land, Edward Macauley, John M. Carmody and 
Raymond S. McKeough in filing a brief and in pre¬ 
senting argument orally in that Court and thereby 
they adopted and continued and threatened to con¬ 
tinue the actions of Emory S. Land, Howard L. 
Vickery and Edward Macauley for which said per¬ 
sons had been made defendants, to wit, refusing to 
deliver or surrender to the plaintiffs or to any of 
them the shares of stock or any part thereof re¬ 
ferred to in the amended complaint herein, retaining 
possession thereof and threatening to sell said stock 
to third parties. 



60 


R . Stanley Dollar, et al 


VII. 

On April 18,1947, after the decision of the United 
States Supreme Court, the plaintiffs herein, includ¬ 
ing The Robert Dollar Co., made written demand 
on William W. Smith and J. K. Carson, Jr. and 
again on Raymond S. McKeough, both individually 
and as members of said Commission, and on April 
21, 1947 plaintiffs, including The Robert Dollar Co., 
made written demand on Richard Parkhurst and 
Grenville Mellen, also individually and as members 
of said Commission, demanding that they and each 
of them forthwith deliver to plaintiffs duly endorsed 
in blank, stock certificates as follows: To plaintiff 
Dollar Steamship Line certificates representing 
2,100,000 shares of the B stock of American Presi¬ 
dent Lines, Ltd. and certificates representing 2,075 
shares of the A stock of said corporation; to plaintiff 
R. Stanley Dollar certificates representing 51,174 
shares of the A stock of said corporation; to plaintiff 
The Robert Dollar Co. certificates representing 
37,722 shares of the A stock of said corporation, and 
to the plaintiff H. M. Lorber certificates represent¬ 
ing 9,174 shares of the A stock of said corporation. 

VIII. 

William W. Smith, Raymond S. McKeough, Rich¬ 
ard Parkhurst, Grenville Mellen and J. K. Carson, 
Jr. failed and refused to return said stock or to de¬ 
liver to the plaintiffs said or any certificates of stock, 
despite the demand made on them. 

IX. 

Plaintiffs are informed and believe and therefore 
allege that William W. Smith, Raymond S. Me- 
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Keough, Richard Parkhurst, Grenville Mellen and 
J. K. Carson, Jr. will, unless enjoined by this Court, 
sell said stock, and the shares will be dispersed 
among numerous buyers, assignees and transferees, 
necessitating a multiplicity of suits, all to the irre¬ 
parable damage and detriment of the plaintiffs and 
their legal right to said stock. 

Wherefore, plaintiffs pray that the plaintiffs, in¬ 
cluding The Robert Dollar Co., have judgment as 
follows: 

1. That a temporary restraining order be issued 
immediately against the defendants and each of 
them, including William W. Smith, Raymond S. 
MeKeough, Richard Parkhurst, Grenville Mellen and 
J. K. Carson, Jr., their agents, assistants, deputies 
and employees and all persons acting or assuming 
to act under their direction, enjoining and restrain¬ 
ing them until the further order of the Court from 
selling, offering to sell, disposing or offering to dis¬ 
pose of the plaintiffs’ stock, consisting of 2,200,145 
shares of the stock of American President Lines, 
Ltd., which stock is now in the possession and custody 
of the defendants William W. Smith, Raymond S. 
MeKeough, Richard Parkhurst, Grenville Mellen 
and J. K. Carson, Jr. 

2. That an injunction pendente lite and a perma¬ 
nent injunction be issued against the defendants, 
their agents, assistants, deputies and employees, and 
all persons acting or assuming to act under their 
direction, enjoining and restraining them forever 
from selling, offering to sell, disposing or offering to 
dispose of said stock. 

3. That defendants William W. Smith, Raymond 
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S. McKeough, Richard Parkhurst, Grenville Mellen 
and J. K. Carson, Jr. be directed and ordered by this 
Court to deliver to the plaintiffs the following stock 
and certificates representing the same, duly endorsed 
in blank: 

To plaintiff Dollar Steamship Line, 2,100,000 
shares of the B stock of American President Lines, 
Ltd. and 2,075 shares of the A stock of said corpora¬ 
tion ; to plaintiff R. Stanley Dollar 51,174 shares of 
the A stock of said corporation; to plaintiff The 
Robert Dollar Co. 37,722 shares of the A stock of said 
corporation, and to the plaintiff H. M. Lorber 9,174 
shares of the A stock of said corporation. 

4. That plaintiffs have and recover damages from 
each and every one of the defendants for the delay 
and/or failure of return of their stock caused by 
defendants’ refusal to return said shares when de¬ 
manded. 

5. That plaintiffs have such other and further re¬ 
lief as the nature of the case may require and to the 
court may seem just and proper in the premises, to¬ 
gether with their costs of suit herein incurred. 

CLINTON M. HESTER 

M. M. KEARNEY 
432 Shoreham Bldg., 
Washington, D. C. 

GREGORY A. HARRISON 

MOSES LASKY 
111 Sutter Street, 

San Francisco, California. 

Attornevs for Plaintiffs. 

•* 

(Duly Verified.) 

[Endorsed] : Filed May 27, 1947. 
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ANSWER 

Now come the defendants and by their attorneys 
make answer to the amended complaint as follows: 

L 

1. The defendants admit the allegations of para¬ 
graphs 1 to 8 of the amended complaint, hereinafter 
referred to as the complaint except that the defend¬ 
ants are without sufficient knowledge or information 
to form a belief as to the truth of the averment that 
the plaintiff Dollar Steamship Line is, and at all 
times mentioned in the complaint, was, a corporation 
existing under the laws of the State of California, as 
alleged in paragraph 3 of the complaint. 

2. Save to the extent and in the specific terms 
hereinafter expressly admitted, the defendants deny 
each and every allegation of paragraphs 9 to 58 of 
the complaint. 

3. The defendants admit, that, on or about Au¬ 
gust 15,1938 the Dollar Steamship Line, hereinafter 
referred to as Dollar of California, and the Robert 
Dollar Co. were the owners of the Class B common 
stock, and R. Stanley Dollar, the Robert Dollar Co., 
H. M. Lorber, the Estate of J. Harold Dollar, and 
the Admiral Oriental Line were the owners of the 
Class A common stock, of Dollar Steamship Lines, 
Inc., Ltd., hereinafter referred to as Dollar of Dela¬ 
ware, in the amounts alleged in paragraphs 9 to 12 
of the complaint and in paragraph 14 thereof, except 
that 44,873 shares and a two-thirds undivided inter¬ 
est in 6,660 shares of the Class A common stock were 
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subject to a then existing pledge to the Anglo Cali¬ 
fornia National Bank of San Francisco, hereinafter 
referred to as the Anglo Bank, to secure an indebted¬ 
ness of R. Stanley Dollar and J. Harold Dollar’s 
Estate to the Anglo Bank; and admit that sometime 
between August 15,1938 and October 26,1938 Dollar 
of California acquired from the Robert Dollar Co. 
227,790 shares of the Class B and 2,075 shares of 
Class A stock, as alleged in paragraph 9 of the com¬ 
plaint. An additional 26,122 shares of said Class A 
stock were then in the name of Mortimer Fleish- 
hacker, as alleged in paragraph 14 of the complaint, 
and were then owned bv him. 

4. The defendants admit that, on or before Au¬ 
gust 15, 193S Dollar of Delaware was indebted to the 
United States Maritime Commission, hereinafter re¬ 
ferred to as the Commission, for $7,493,274.56 on 
notes secured by mortgages on ships owned and 
operated by Dollar of Delaware and that Dollar of 
Delaware and the plaintiffs R. Stanley Dollar and 
Dollar of California were jointly and severally liable 
for part of said indebtedness, namely, $3,575,193, as 
co-makers of certain of said notes, as alleged in para¬ 
graph 13 of the complaint, except that the indebted¬ 
ness herein and hereinafter referred to as owing to 
the Commission, and the mortgages securing same, 
were respectively owing to and given to the United 
States, represented by the Commission. The defend¬ 
ants further say that the plaintiffs Dollar of Cali¬ 
fornia and R. Stanley Dollar were originally, and at 
all times thereafter until October 26, 1938, remained 
the sole makers of the notes evidencing said indebted- 
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ness of $3,575,193 and the principal debtors thereon. 
The reduction of the indebtedness of Dollar of Dela¬ 
ware from a sum exceeding $13,000,000 in January 
1938 to approximately $7,493,000 on or about August 
15, 1938, had been made possible by application to 
said indebtedness of approximately $5,593,743 of in¬ 
surance proceeds paid on account of the loss of the 
S.S. President Hoover. 

5. The defendants admit that Exhibit A to the 
complaint is a true copy of the certain agreement 
dated August 15, 1938, entered into between the 
Commission, Dollar of Delaware, and others, and 
thereafter amended on August 19, 1938, to eliminate 
reference to Herbert Fleishhacker and his stock, as 
alleged in paragraph 14 of the complaint; admit that 
said agreement was made and entered into in the 
State of California, as alleged in paragraph 14 of the 
complaint; admit that the plaintiffs Dollar of Cali¬ 
fornia, R. Stanley Dollar and H. M. Lorber, and 
the Estate of J. Harold Dollar, Admiral Oriental 
Line, and Mortimer Fleishhacker, did, on October 
26, 1938, deliver to the Commission certificates, duly 
endorsed in blank, representing all the Class B com¬ 
mon stock of Dollar of Delaware and 113,206 shares 
of A common stock, as alleged in paragraph 15 of 
the complaint, except that certificates representing 
49,313 shares of the Class A common stock were not 
delivered to the Commission until September 22, 
1941, as more fully set forth in paragraph 41 of this 
answer; admit that said stock constitutes over 92% 
of the voting stock of Dollar of Delaware, as alleged 
in paragraphs 16, 19 and 45 of the complaint; and 
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deny that the members of the United States Mari¬ 
time Commission have held and do now hold and 
have possession of said stock as alleged in paragraphs 
17 and 53 of the complaint, except that the Commis¬ 
sion has held and does now hold and have possession 
thereof. 

6. The defendants admit that the indebtedness 
of Dollar of Delaware was repaid to the Commission 
on or before September 6, 1943, as alleged in para¬ 
graph IS of the complaint, and further say that the 
entire indebtedness evidenced by the notes of $3,575,- 
193 on which prior to October 26, 1938, R. Stanley 
Dollar, Dollar of California, and Dollar of Delaware 
were jointly and severally liable, was repaid on or 
before July 22, 1941, more than four years prior to 
the commencement of this action on November 6, 
1945. 

7. The defendants admit that in July, 194,5, the 
plaintiffs caused inquiry to be made of the Commis¬ 
sion whether the indebtedness of Dollar of Delaware 
had been paid and on July 23,1945 received informa¬ 
tion that it had, and that at all times after October 
26,193S, the Commission held over 92% of the voting 
control of Dollar of Delaware, as alleged in para- 
jrraph 19 of the complaint. The defendants are with¬ 
out sufficient information or knowledge to form a 
belief as to the truth of the averments of paragraph 
19 of the complaint as to the exact date on which 
the plaintiffs learned that said indebtedness had been 
paid. The defendants further say that, on October 
26, 1938, and pursuant to the certain escrow agree¬ 
ment dated October 26, 1938, by and between the 
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Commission, Dollar of Delaware, Dollar of Cali¬ 
fornia, and R. Stanley Dollar, all of the notes on 
which the plaintiffs Dollar of California, R. Stanley 
Dollar, and Dollar of Delaware were then jointly and 
severally obligated were deposited in escrow, upon 
the express conditions that the escrow holder should 
make the notes in its possession available for inspec¬ 
tion by any parties on the direction of either R. 
Stanley Dollar or Dollar of California, among others, 
and that the notes should be surrendered, to Dollar 
of Delaware, however, upon receipt of notice from 
the Commission to the escrow holder that the notes 
were paid; and further say that on or before Decem¬ 
ber 11, 1941, and more than three years prior to the 
commencement of this proceeding the escrow holder, 
the American Trust Company, received such instruc¬ 
tions from the Commission and returned the notes 
to Dollar of Delaware. 

8. The defendants admit the allegations of para¬ 
graphs 20, 21, and 22 of the complaint, and the 
further allegation in paragraph 53 to the extent that, 
after formal demand, the defendants refused to de¬ 
liver said stock to the plaintiffs, except that the de¬ 
fendants deny that the refusal to deliver said stock 
to the plaintiffs is wrongful, and say that the United 
States, represented by the Commission, is now the 
owner of said stock and has, and is rightfully en¬ 
titled to, the possession thereof. 

9. The defendants admit the allegations of para¬ 
graphs 28, 29, 30, and 31 of the complaint, except 
that defendants deny that the obligation of R. Stan¬ 
ley Dollar and Dollar of California was by way of ad- 
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ditional security for the obligation of Dollar of Dela¬ 
ware, as alleged in paragraph 30 of the complaint; 
deny that the joint and several obligations of the 
plaintiffs R. Stanley Dollar and Dollar of California 
and of Dollar of Delaware were accepted in lieu of 
the previous obligations of Dollar of California and 
R. Stanley Dollar, and say that the plaintiffs Dollar 
of California and R. Stanley Dollar then remained 
and, at all times thereafter until October 26, 1938, 
continued to remain, liable, as sole makers of, and 
the principal debtors on, the notes evidencing the 
obligations incurred in the purchase of ships from 
the Shipping Board. The defendants admit that on 
December 30, 1937, Dollar of Delaware filed a peti¬ 
tion in the United States Court of Claims for nearly 
$6,000,000 based upon the cancellation of its mail 
claims, as alleged in paragraph 34 of the complaint. 

10. The defendants admit the allegations of para¬ 
graph 48 of the complaint, except the last sentence 
thereof. 

11. The defendants admit that the defendants of¬ 
fered to sell the stock in its possession to third parties 
at public auction and that the defendant members of 
the Commission will sell the stock if, by final decree 
of this Court the relief prayed for in the complaint 
is denied, as alleged in paragraph 54 of the com¬ 
plaint, and admit that the defendants have agreed to 
refund the purchase price of the stock in the event 
of litigation, as alleged in paragraph 55 of the com¬ 
plaint, if by decree of a competent court of last resort 
the stock be transferred without the Commission’s 
consent, except that the acts herein admitted were 
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or will be done by the United States, represented by 
the Commission. The defendants further say that the 
United States, represented by the Commission, was 
required to give this undertaking on August 21,1945, 
by reason of the plaintiffs’ wrongful and unfounded 
claim of ownership to the stock, and the threat that 
plaintiffs would shortly commence proceedings to 
contest the Commission’s lawful ownership thereof. 

12. The defendants are advised that the allega¬ 
tions of paragraph 23 of the complaint, except the 
first sentence thereof, of paragraphs 24 and 25 of the 
complaint, of the first sentence of each of paragraphs 
29, 34, and 35 thereof, and of the last two sentences 
of paragraph 43 thereof, are all conclusions of law 
which the defendants are not required to answer. 

13. Further answering paragraphs 33 to 52 of the 
complaint the defendants say that the United States, 
represented by the Commission, is now the lawful 
owner of all the class A and class B common stock 
of the American President Lines, Ltd., prior to No¬ 
vember 21, 1938 known as Dollar of Delaware, now 
in the possession of the Commission, namely, 2,100,- 
000 shares of the class B common stock and 113,206 
shares of the class A common stock, and is rightfully 
entitled to the possession thereof. The facts and cir¬ 
cumstances in which the Commission acquired the 
ownership of said stock are set forth in paragraphs 
14 to 49 of this answer. 

14. The agreed price of the seven vessels pur¬ 
chased by Dollar of California from the United 
States Shipping Board in 1924 was $3,850,000, 25% 
of which was met by a two-year bank letter of credit, 
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and the balance by notes secured by ship mortgages 
maturing over a period of twelve years, ending in 
1936, and no part of which was paid in cash. The 
then estimated world market value of the ships was 
in excess of $7,000,000. The agreed price of the 
further ships purchased in 1925, five in number, was 
$5,625,000, of which only $140,625 was paid in cash, 
$1,734,375 was covered by a two-year bank letter of 
credit, and the remaining two-thirds was covered by 
notes secured by ship mortgages maturing over a 
twelve-year period, ending in 1937. The then esti¬ 
mated world market value of the five ships was 
$8,460,000. Of the total cost of $15,733,000 for new 
ship construction, the United States Shipping Board 
advanced $11,191,000 on construction loans and $3,- 
980,000 was borrowed from the Anglo Bank. 

15. The obligations thus incurred to the Govern¬ 
ment for the purchase and construction of ships were 
met, as they became due from time to time, until 1931. 
In 1931, Dollar of Delaware became financially em¬ 
barrassed and sought and received extensions of cer¬ 
tain sales notes. Thereafter, and until October 26, 
1938, the financial condition of Dollar of Delaware 
substantially deteriorated. In April, 1937, when the 
permanent Commission was appointed under the 
Merchant Marine Act, 1936, Dollar of Delaware was 
indebted to the Government in an amount of more 
than $14,000,000 and was in default in an amount of 
nearly $4,000,000; its net income and current assets 
were less than the amount necessary to meet amor¬ 
tization requirements under its ship notes and con¬ 
struction loans; it was indebted to the Anglo Bank 
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and to other creditors in the amounts of approxi¬ 
mately $3,000,000 and $2,500,000 respectively, a sub¬ 
stantial part of which was past due; and vessel 
maintenance had been neglected to the point where 
many ships did not comply with legal and practical 
requirements for safety at sea. 

16. The financial condition of the Dollar line dur¬ 
ing the years 1931 to 1937 was due primarily, in the 
opinion of the Commission, not to a decline in rev¬ 
enues, although the company’s revenues were then 
substantially less than in prior years, but to mis¬ 
management by the controlling Dollar interests, in¬ 
cluding the plaintiffs, and in particular to the with¬ 
drawals over a period of years for salaries and com¬ 
missions to executive officers and directors and for 
management and service charges to affiliated com¬ 
panies in amounts deemed excessive by the Commis¬ 
sion. In reaching this conclusion, the Commission 
gave due regard to the evidence adduced and the re¬ 
ports made by the Senate Special Committee to In¬ 
vestigate Air Mail Contracts and the congressional 
policy reflected in the ensuing legislation, the Mer¬ 
chant Marine Act, 1936, which, among other things, 
limited the amount of salaries paid by subsidized 
steamship lines and prohibited such lines from em¬ 
ploying managing agents or contracting for desig¬ 
nated services with affiliated corporations without 
the express approval of the Commission. 

17. The financial condition of Dollar of Delaware 
was further due, in the opinion of the Commission, 
to the reluctance of the controlling Dollar interests, 
including the plaintiff, R. Stanley Dollar, to accept 
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or abide by agreements relating to the company’s 
financial practices, a reluctance evidenced, as the 
Commission believed, by violations of the certain 
joint account established on April 11, 1933, on the 
insistence of the Comptroller General of the United 
States that some means of control of the company’s 
revenues be provided to insure repayment of the de¬ 
linquent mortgage indebtedness; by the repeated re¬ 
fusal of the Dollar interests to permit the Shipping 
Board to examine the books of the Dollar line’s sub¬ 
sidiaries and affiliated companies sufficiently to de¬ 
termine the reasonableness of their service charges; 
and by the indications, as the Commission believed, 
that the real interests of It. Stanley Dollar and his 
associates was not in Dollar of Delaware but in the 
Robert Dollar Co. and other affiliated companies ren¬ 
dering service to the Dollar line. 

18. The Merchant Marine Act, 1936, necessitated 
a prompt solution of the problems involved. Pursuant 
thereto, the mail contracts of Dollar of Delaware 
were cancelled on June 30, 1937, as alleged in para¬ 
graph 30 of the complaint. The Dollar line could not 
operate without a subsidy. 

19. The Commission was thus confronted with a 
difficult and hazardous choice. Without a subsidy 
Dollar of Delaware would be faced with bankruptcy. 
The Dollar line then provided the only American- 
flag merchant shipping service from the Pacific 
Coast of the United States to the Far East. Bank¬ 
ruptcy proceedings, in the opinion of the Commis¬ 
sion, would result in serious interruption of the 
operations of the Dollar line to the detriment of 
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American commerce and the national defense, would 
cause substantial losses to the company’s trade credi¬ 
tors, and would result in no realization to its common 
stockholders. 

20. The Commission, however, was without power 
to grant a subsidy under the Merchant Marine Act, 
1936, unless it first determined, among other things, 
that the company possessed the financial and other 
qualifications necessary to conduct its steamship 
operations under competitive conditions and to pro¬ 
mote foreign commerce. The Commission was not 
prepared to make such findings as to Dollar of Dela¬ 
ware, unless the capital structure of the company 
were placed on a workable basis by the injection of 
new capital or the conversion of some of its indebted¬ 
ness into capital obligations, and unless the member¬ 
ship of the company’s board of directors were altered 
to include representatives of the Commission, the 
trade creditors, and the public interest. 

21. By letter dated December 9, 1937, and signed 
by Chairman Kennedy, the Commission, after due 
consideration, advised Dollar of Delaware that it 
was prepared to grant the company a six-months 
operating-differential subsidy, upon the minimum 
terms and conditions therein set forth. A true copy 
of the letter of December 9, 1937, is set forth in the 
report of the Commission, dated February 17, 1938, 
entitled “Financial Readjustments in Dollar Steam¬ 
ship Lines, Inc., Ltd.,” pages 5 to 9, a true copy of 
which report is attached hereto as Exhibit A to the 
answer. By letter dated January 7,1938, and signed 
by the plaintiffs R. Stanley Dollar and H. M. Lorber, 
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Dollar of Delaware accepted the Commission’s pro¬ 
posals. A true copy of the letter of January 7, 1938, 
is contained in Exhibit A, page 10. The exchange of 
letters of December 9, 1937, and January 7, 1938, 
and the arrangements made pursuant thereto, are 
hereinafter referred to as the agreement of January 
7, 1938. 

22. The agreement of January 7, 1938, provided, 
among other things, (1) that Dollar of Delaware, the 
Robert Dollar Co., and Admiral Oriental Line ac¬ 
cept preferred stock in satisfaction of their claims 
against Dollar of Delaware amounting to approxi¬ 
mately $1,338,900; (2) that an indebtedness of Dollar 
of Delaware to trade creditors in the amount of about 
$1,500,000 be adjusted on the basis of 20% in cash, 
20% in long term debentures, and 60% in preferred 
stock; (3) that its indebtedness to the Anglo Bank 
of about $1,000,000 be released in exchanges for pre¬ 
ferred stock and a further indebtedness to the Anglo 
Bank be extended; (4) that the Dollar interests con¬ 
tribute $500,000 of new capital to the company; and 
(5) that a nominee of the Commission be appointed 
to the board of directors, all as alleged in paragraph 
37 of the complaint. The agreement of January 7, 
1938, further provided (6) that the board of directors 
include representatives of the Anglo Bank, the trade 
creditors, and the public interest; (7) that Dollar of 
Delaware and the Commission mutually release their 
respective claims and counter-claims arising under 
the mail contracts of the former and their cancella¬ 
tion ; (8) that the Robert Dollar Co., which had there¬ 
tofore operated the vessels of Dollar of Delaware 
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under a managing agency contract, make available 
its personnel and facilities to Dollar of Delaware at 
cost; (9) that the indebtedness then due to the Gov¬ 
ernment, which included almost all the unpaid in¬ 
debtedness incurred in respect of the vessels pur¬ 
chased from the Shipping Board and a part of the 
indebtedness incurred in the construction of new 
vessels, be extended, on condition that the mortgagee 
be entitled to accelerate the due date of the entire 
indebtedness and thereupon to exercise its rights as 
mortgagee under the existing mortgages securing 
said indebtedness, m the event of default in meeting 
future payments or in the event no permanent sub¬ 
sidy were granted; and (10) that the Commission 
grant Dollar of Delaware a temporary six-months 
operating-differential subsidy. The then existing 
mortgages provided for the acceleration of all in¬ 
debtedness secured thereby on default in meeting 
any payment, which right, but for the extensions 
given under the agreement of January 7, 1938, the 
Commission could have then invoked. 

23. The agreement of Januarv 7,1938, was of sub¬ 
stantial benefit to Dollar of Delaware. Pursuant 
thereto, a large part of its indebtedness was capi¬ 
talized; the personnel and facilities of the Robert 
Dollar Co. were made available to it at cost; and its 
indebtedness, much of which was then in default, and 
all of which was then subject to acceleration, was ex¬ 
tended. Pursuant thereto, and on January 25, 1938, 
the Commission entered into a six-months operating- 
differential subsidy with Dollar of Delaware. The 
amounts payable under this subsidy were found by 
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the Commission in the exercise of its discretion to be 
the maximum amounts then payable under the re¬ 
quirements of the Merchant Marine Act, 1936, and 
were based upon expert estimates by the Commis¬ 
sion s Division of Research, made in the light of the 
data then in the possession of the Commission on 
American and foreign operating costs in the trade 
served by the subsidized vessels. The agreement of 
January 7, 1938, could have been consummated, and 
Dollar of Delaware could have received the benefits 
thereof, at an earlier date, but for the delay of the 
Dollar interests in providing the information duly 
required by the Commission as the basis for deter¬ 
mining the eligibility of Dollar of Delaware to re¬ 
ceive a subsidy, and their delay in accepting the con¬ 
ditions duly determined by the Commission as essen¬ 
tial to the granting of such subsidy, including in 
particular the conditions relating to the capitaliza¬ 
tion of the claims of the Robert Dollar Co., the use 
of its personnel and facilities by Dollar of Delaware, 
and the contribution of capital by the Dollar inter¬ 
ests. During the interval between June 30, 1937, and 
January 25,1938, Dollar of Delaware operated with¬ 
out a subsidy, as alleged in paragraph 36 of the com¬ 
plaint, and maintained a limited service. 

24. Pursuant to the agreement of January 7, 
1938, the plaintiffs Dollar of California, the Robert 
Dollar Co. and the Admiral Oriental Line, received 
preferred stock of Dollar of Delaware in satisfaction 
of their claims, a class of stock not theretofore in 
existence, as alleged in paragraph 38 of the com¬ 
plaint. A result, though not the purpose, of this set- 
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tlement, was that the Dollar interests, having become 
preferred stockholders and not creditors of Dollar 
of Delaware, were in a less favorable position than 
before to exclude the Commission from, and to ob¬ 
tain for themselves, a voice in the selection of a 
trustee in the event of a reorganization in bank¬ 
ruptcy. An effect, though not the purpose, of the re¬ 
lease of the claims of Dollar of Delaware for can¬ 
cellation of its mail contracts was to lessen the risk 
that the Commission, notwithstanding its large credi¬ 
tor interest, might be denied a voice in the selection 
of a trustee or in any active operation in the event 
of a judicial reorganization in bankruptcy proceed¬ 
ings. In order to eliminate the danger that the Com¬ 
mission and the public interest would be denied ade¬ 
quate representation in any such proceedings, the 
Congress, by Act of June 22, 1938, 52 Stat. 938, au¬ 
thorized the appointment of the Commission as trus¬ 
tee, in proceedings in bankruptcy or in equity, for 
any corporation engaged in the operations of vessels 
on which the United States held a mortgage, and the 
operation of such vessels by the Commission. The 
mail claims of Dollar of Delaware, in the opinion of 
the Commission’s counsel, were of doubtful validity; 
but, as alleged in paragraph 34 of the complaint, the 
Commission’s counsel believed that Dollar of Dela¬ 
ware “ mi ght.” receive “some” recovery in the event 
of litigation. 

25. The agreement of January 7,1938, as the Com¬ 
mission then advised the plaintiffs, was temporary 
in character and was intended to give the Commis¬ 
sion a foundation for working out a permanent solu- 
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tion. In March, 1938, the Commission concluded that 
plans for the permanent reorganization of the com¬ 
pany could not be postponed until the end of the 
temporary subsidy agreement in July, 1938, and 
charged its representatives with the duty of devel¬ 
oping such plans. Early in April, 1938, the repre¬ 
sentatives of the Commission reported that Dollar 
of Delaware would need $1,500,000 for ship repairs, 
an additional $1,500,000 for working capital, an in¬ 
creased five-year operating-differential subsidy on 
the basis of the latest information available amount¬ 
ing to approximately $3,000,000 annually, a total of 
$18,000,000, that none of the money required for re¬ 
pairs and working capital could be raised from priv¬ 
ate sources, that the Class A and Class B common 
stock were probably without any equity, and recom¬ 
mended that the Commission grant a five-year operat¬ 
ing-differential subsidy and a loan for ship repairs 
in the amounts required and authorize the company 
to borrow the necessary working capital from the 
Reconstruction Finance Corporation. The then esti¬ 
mated requirements of Dollar of Delaware for re¬ 
pairs and working capital, albeit large, were unduly 
optimistic; in October, 1938, it was duly determined 
that $2,000,000 would be required for ship repairs 
and $2,500,000 for working capital. 

26. The alternatives presented to the Commission 
in April, 1938, as in the preceding year, were to re¬ 
habilitate the company financially or to allow it to 
go into bankruptcy. Then, as before, proceedings in 
bankruptcy would, in the opinion of the Commission, 
result in the cessation of the steamship company’s 
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operations, would cause serious losses to the com¬ 
pany’s trade creditors, and would result in no re¬ 
alization by the company’s common stockholders. To 
rehabilitate the company financially, however, would 
require a grant of an outright subsidy of $15,000,000 
and an advance of at least $3,000,000 in addition, with 
the risk that the company’s financial condition was 
already beyond repair and that any public funds ex¬ 
pended or advanced to save the company would there¬ 
fore all be wasted. 

27. The responsibility involved in committing the 
Government to do so large an expenditure to salvage 
a company with so dubious a future was a matter 
of the gravest concern to the Commission. After due 
consideration, the Commission duly determined that 
the Dollar line was of such importance in the Ameri¬ 
can merchant marine that a commitment even of such 
magnitude and uncertain outcome was warranted, on 
condition, however, (1) that the Commission obtain 
from the Dollar interests new and additional personal 
guarantees, secured by collateral, to protect the Com¬ 
mission’s existing investment, (2) that the Commis¬ 
sion obtain voting control to insure against future 
difficulties, and (3) that, as an element of any fair 
plan of reorganization, the principal owners of the 
common stocks should either provide or underwrite 
by personal guarantees and collateral a substantial 
part of the working capital required, or surrender 
the opportunity for profits which might result if 
future operations were successful. 

28. In April, 1938, the Commission approved the 
granting of a subsidy and repair loan, and author- 
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ized the company to apply to the Reconstruction 
Finance Corporation for a working capital loan. The 
Reconstruction Finance Corporation thereafter ad¬ 
vised the Commission that it was prepared to make 
such a loan in the amount of $2,000,000, on condition, 
however, that the Commissions existing mortgages 
of approximately $7,500,000 be subordinated in favor 
of any new money. In the meantime, representatives 
of the Commission discussed with the plaintiff R. 
Stanley Dollar the possibility of obtaining certain 
guarantees and collateral held by the Dollar interests, 
both as security for the proposed subordination of 
the Commission's mortgages and to insure firm vot¬ 
ing control if trouble arose. On April 26, 1938, the 
Commission expressed its unwillingness to grant a 
five-year subsidy unless stock control of Dollar of 
Delaware were deposited with the Commission, as 
alleged in paragraph 41 of the complaint. The Com¬ 
mission was advised on April 27,1938, that the Dollar 
interests were unwilling to pledge their securities, as 
alleged in paragraph 41 of the complaint, and were 
considering at most some form of voting control. On 
April 28, 1938, the Commission approved and for¬ 
warded to Dollar of Delaware a letter setting forth 
the minimum conditions on which the Commission 
was willing to grant a subsidy, as alleged in para¬ 
graph 42 of the complaint. A true copy of the letter 
of April 28, 1938, is attached hereto as Exhibit B to 
the answer. 

29. The letter of April 28, 1938, called upon R. 
Stanley Dollar, Dollar of California, and the Robert 
Dollar Co. to guarantee personally all the existing 


v$. Emory S . Land, et al 


81 


indebtedness to the Commission and to pledge all the 
collateral which the Commission believed to be avail¬ 
able to the Dollar interests, including both the con¬ 
trolling voting stock of Dollar of Delaware and other 
property, as alleged in paragraph 42 of the complaint. 
A reply from Dollar of Delaware was received on 
May 26, 1938, which disclosed that certain of the 
Dollar interests refused to give any of the guarantees 
or pledges requested, and that others offered to 
pledge certain property but only on terms narrowly 
limiting the conditions on which the Commission 
might exercise voting rights or have recourse to the 
assets pledged. A true copy of the reply received 
May 26, 1938, and enclosures is attached hereto as 
Exhibit C to the answer. 

30. On June 4, 1938, the Commission sent to Dol¬ 
lar of Delaware a further letter modifying the con¬ 
ditions of the letter of April 28, 1938, and, in par¬ 
ticular, reducing the guarantee requested of the 
plaintiff Dollar of California to the amount of said 
plaintiff’s then indebtedness to the Commission as 
maker of ship notes in the amount of approximately 
$3,500,000 and reducing the guarantee requested of 
the plaintiff Robert Dollar Company to $1,250,000. 
The letter of June 4,1938, further requested a guar¬ 
antee from the plaintiff, H. M. Lorber, secured by 
his stockholders in Dollar of California, the Robert 
Dollar Company and Dollar of Delaware, his lia¬ 
bility to be limited, however, to the collateral pledged 
and without recourse to said plaintiff personally. A 
true copy of the letter of June 4, 1938, is attached 
hereto as Exhibit D. to the answer. 
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31. By letter dated June 17,1938, Dollar of Dela¬ 
ware forwarded its reply to the Commission, and 
enclosed therein letters to Dollar of Delaware re¬ 
ceived from the plaintiff R. Stanley Dollar, Dollar 
of California, and the Robert Dollar Company def¬ 
initely refusing to give the guarantees or pledges 
requested. A true copy of the letter of June 17,1938, 
and enclosures is set forth as Exhibit E to the answer. 

32. The reply of Dollar of California, dated June 
16, 1938, after observing that the Commission was 
empowered to take over the company's vessels and to 
operate them for its own account, that if the Com¬ 
mission were to exercise this power it would render 
the common stock of the company of no value, and 
that Dollar of Delaware and Dollar of California had 
guaranteed to hold R. Stanley Dollar harmless on 
ship notes amounting to approximately $3,500,000, 
advanced the counter-proposal that Dollar of Cali¬ 
fornia transfer to the Commission 2,100,000 shares 
of the Class B common stock of Dollar of Delaware. 
It was made a condition of the offer, first, that 
Dollar of Delaware change its name and not use the 
Dollar name or insignia, and secondly, that the said 
ship notes and mortgages securing them be cancelled 
and new notes and mortgages be given by Dollar of 
Delaware directly. 

33. The letter of plaintiff R. Stanley Dollar of¬ 
fered as a further counter-proposal that the Com¬ 
mission take over the fleet of the Dollar line in satis¬ 
faction of the Dollar line’s indebtedness, with pro¬ 
vision for protection of the company’s creditors. The 
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letter of Dollar of Delaware expressed the company's 
willingness to give the pledges requested of it, and 
suggested that the ships be taken over at the value 
of $18,500,000, as alleged in paragraph 43 of the 
complaint. The Commission declined to take over the 
vessels. 

34. By telegram dated June 19, 1938, the Com¬ 
mission's special counsel, after conferences with the 
interested parties, advised the Commission that the 
rejection of the Commission’s proposal of June 4, 
1938, by the Dollar interests was final, that the Dollar 
interests were prepared to transfer to the Commis¬ 
sion absolute title to all the Class B stock, that they 
and others would make like transfer of their Class 
A common stock, and that such transfer was the only 
possible alternative to bankruptcy proceedings. 

35. The alternatives then open to the Commission 
were to permit Dollar of Delaware to go into bank¬ 
ruptcy, or to give the financial assistance required 
on the terms proposed in the Commission's letter of 
June 4,1938, without the guarantees therein set forth, 
which the Commission was unwilling to do, or to 
negotiate for the acquisition of absolute title to the 
controlling Class B and Class A common stock of 
the company. After due consideration, the Commis¬ 
sion, by telegram to its special counsel dated June 
21, 1938, duly authorized negotiations for the trans¬ 
fer of said stock. 

36. On July 20, 1938, the Commission's general 
counsel, upon a full review of the facts, reported to 
the Commission that the Commission would receive 
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over 70% of the total common stock equity and over 
90% of the total voting stock control under the pro¬ 
posed transfer, that in the event of liquidation, the 
amount realized from the sale of the assets of Dollar 
of Delaware would be insufficient to pay unsecured 
creditors in full and would leave nothing for the 
common stockholders, and advised that the Commis¬ 
sion was legally authorized to acquire the stock if 
it found that acquisition of the stock was a necessary 
incident to and part of the consideration for the 
carrying out of the proposal plan, or that such 
acquisition was necessary to protect, preserve, or im¬ 
prove the Commission's creditor position. So find¬ 
ing, the Commission, on August 2, 1938 approved a 
final draft of agreement. A true copy of the opinion 
of the general counsel dated July 20,1938, is set forth 
as Document I-A of the Commissions report to Con¬ 
gress, dated April 10, 1939, and entitled “Reorga¬ 
nization of American President Lines, Ltd.,” a true 
copy of which report is attached hereto as Exhibit 
F to the answer. The agreement as thus approved 
was thereafter executed by the Commission, the 
plaintiffs and others on August 15, 1938 as herein¬ 
before alleged. The agreement of August 15, 1938, 
amended as to parties on August 19, 1938, and again 
on October 25, 1938 as to the terms of paragraphs 21 
and 22 thereof, is hereinafter referred to as the Ad¬ 
justment Plan. 

37. Paragraphs 1, 2, 4, and sub-paragraphs (a), 
(b), and (c) of paragraph 5 of the Adjustment Plan 
provided, respectively: 
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1. Dollar of California holds, or forthwith will acquire and 
hold, all of the issued and outstanding class B stock of Dollar of 
Delaware, which said stock consists of 2,100,000 shares and stands 
of record in the names of the respective parties hereinafter listed, 
and Dollar of California will transfer, or cause to be transferred, 
all of said stock to the Commission, or its nominee, free and clear 
of all liens and incumbrances: 


Shares 

(a) Dollar of California. 1,872,210 

(b) Robert Dollar Co. 227,790 


Total. 2,100,000 


2. The following named parties hold, or forthwith will acquire 
and hold, the number of shares of class A stock of Dollar of Dela¬ 
ware listed after their respective names, and each of said parties 
will respectively transfer, or cause to be transierred, to the Com¬ 
mission, or its nominee, free and clear of all liens and incum¬ 
brances, the respective number of shares so listed: 

Shares 


(a) J. Harold Dollar estate. 24,107 

(b) R. Stanley Dollar. 2,293 

(c) H. M. Lorber . 9,174 

(d) Mortimer Fleishhacker. 26,122 

(e) Dollar of California . 2,075 

(f) Admiral Oriental . 122 


Total. 63,893 


4. All rights and interests of the respective pledgors in and to 
the following listed Class A stock of Dollar of Delaware will be 
transferred to the Commission, or its nominee, subject to existing 
pledges and subject to option agreements referred to in paragraph 
5, hereof: 

Shares 


(a) R. Stanley Dollar. 33,600 

(b) J. Harold Dollar estate. 11,273 

(c) R. Stanley Dollar, J. Harold Dollar estate, and 

Herbert Fleishhacker jointly. 6,660 


51,533 

5. The Anglo Bank as pledgee and the respective pledgors of 
the Class A stock referred to in paragraph 4 above, will execute 
and deliver option agreements respecting such stock which shall 
provide: 

(a) For a period of five years from date, the Commission, or its 
nominee, shall have the right, at any time, to purchase and take 
over all rights and interests of the pledges (including the rights 
and interests of the pledgee in and to all collateral then pledged) 
upon payment of a sum equal to the balance due on account of the 
loan for which the A stock is so pledged, and in such event to re¬ 
lease said A stock from the pledge, and transfer said A stock to 
the Commission, or its nominee, free and clear. 
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38. The preamble of the Adjustment Plan recited 
that the undertakings of the parties thereto, includ¬ 
ing those set forth in paragraphs 1, 2, 4 and 5 there¬ 
of, were given in consideration of the granting by 
the Commission of the five-year operating-differen¬ 
tial subsidy and the loan for repairs, rehabilitation 
and reconditioning therein referred to, subject to the 
provisions of paragraph 23 that the Commission was 
not obligated to grant such subsidy or loan until the 
findings and determinations were made by the Com¬ 
mission as required by law; paragraph 22 of the 
Adjustment Plan reserved to the parties the right to 
terminate the Agreement if the subsidy or loan were 
not granted in the time specified therein, 60 days 
from August 15, 1938 as originally provided, and 75 
days therefrom as provided by the amendatory agree¬ 
ment of October 25, 1938. 

39. On September 27, 1938 the Commission, act¬ 
ing on the report and recommendations of Commis¬ 
sioner Truitt in which the facts hereinbefore al¬ 
leged were reviewed at length, and finding that un¬ 
less Dollar of Delaware received a five-year operat¬ 
ing-differential subsidy and a loan for repairs and 
for working capital in the amount set forth, Dollar 
of Delaware would be placed in receivership which 
would be purely a matter of liquidation, and finding 
that the cessation of operations of the Dollar line 
would result in great damage to the American mer¬ 
chant marine and to the national defense, and pos¬ 
sibly in financial loss to the Commission, adopted a 
resolution approving the granting of said subsidy 
and repair loan, upon the condition, among others, 
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that there be delivered to the Commission the stock 
certificates and other instruments of transfer re¬ 
quired under the Adjustment Plan and arrange¬ 
ments made pursuant thereto. A true copy of the 
Commission’s resolution of September 27, 1938 is 
set forth as Document III-A of Exhibit P to the 
answer. 

40. On October 26, 1938, pursuant to the above 
quoted provisions of the Adjustment Plan, Dollar of 
California caused to be delivered to the Commission 
certificates, duly endorsed in blank, and with trans¬ 
fer tax stamps affixed thereto, representing all the 
class B common stock of Dollar of Delaware; 2,100,- 
000 share in all and Dollar of California, R. Stanley 
Dollar, H. M. Lorber, the Estate of J. Harold Dollar, 
Mortimer Fleishhacker, and Admiral Oriental Line 
caused to be delivered to the Commission certificates, 
duly endorsed in blank, and with transfer tax stamps 
affixed thereto, representing 63,893 shares of the 
class A common stock thereof. The delivery of said 
certificates, duly endorsed in blank, did and was in¬ 
tended to, transfer to the United States, represented 
by the Commission of absolute title to said class B 
and class A common stock. The United States, rep¬ 
resented by the Commission, thereby became and now 
is the owner of said stock, and is rightfully entitled 
to the possession thereof. 

41. On the same date, October 26,1938, R. Stanley 
Dollar, the Estate of J. Harold Dollar, and the Anglo 
Bank caused to be delivered to the Commission three 
agreements, each entitled, “ Assignment and Option 
Agreement,” transferring to the Commission all 
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right, title, and interest of R. Stanley Dollar and the 
Estate of J. Harold Dollar to 44,873 shares and a 
two-thirds undivided interest in 6,660 shares of class 
A common stock of Dollar of Delaware, then pledged 
to the Anglo Bank, as hereinbefore alleged. True 
copies of each of said assignment and option agree¬ 
ments are set forth as documents IV-G, IV-H, IV-I, 
of Exhibit F. to the answer. Said assignment and 
option agreements did and were intended to, trans¬ 
fer to the United States, represented by the Commis¬ 
sion, absolute title to said shares of class A common 
stock, subject only to the then existing pledge to the 
Anglo Bank. On or before September 22, 1941, the 
indebtedness to the Anglo Bank for which said class 
A common stock had been pledged was repaid, and 
on September 22, 1941, 49,313 shares of said class 
A common stock was transferred and delivered to 
the Commission free and clear of all liens and encum¬ 
brances. The United States, represented by the 
Commission, thereby became and now is the owner 
of said 49,313 shares of class A common stock, and is 
rightfully entitled to the possession thereof. 

42. Paragraph 12 of the Adjustment Plan obli¬ 
gated Dollar of Delaware to relinquish all rights to 
the use of the Dollar name and insignia, paragraphs 8 
and 11 provided that Dollar of Delaware would take 
into its employ all the personnel of, and purchase 
clear and unincumbered title to all the facilities and 
equipment acquired and owned by, the Robert Dollar 
Co. in the performance of its prior managing agent 
contract with Dollar of Delaware; paragraph 14 
thereof required the Commission and Dollar of Dela¬ 
ware to release the plaintiffs R. Stanley Dollar and 
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Dollar of California from all liability on ship notes 
for which said two plaintiffs and Dollar of Delaware 
were jointly obligated; paragraph 15 provided that 
Dollar of Delaware would hold harmless the Robert 
Dollar, Co., Dollar of California, and Admiral Orien¬ 
tal Line from all liability under the certain contract 
dated April 23, 1930 between the Dollar group and 
the Matson Navigation Company and others; para¬ 
graph 16 obligated Dollar of Delaware to idemnify 
R. Stanley Dollar against any loss on account of his 
personal guarantee of Feb. 20,1934, for the payment 
of assessments against Dollar of Delaware under the 
protection and idemnity insurance carried by Dollar 
of Delaware in the London Steamship Owners Mu¬ 
tual Ins. Assn. Ltd.; paragraph 17 provided for 
mutual releases bv Dollar of Delaware and R. Stan- 
ley Dollar, and by Dollar of Delaware and H. M. 
Lorber, of all claims arising under past transactions; 
and paragraph 22 provided for the release of each of 
the parties from any obligations under the Adjust¬ 
ment Plan in the event the subsidy and loans re¬ 
ferred to in the Adjustment Plan were not granted 
within a specified time. Each of the above undertak¬ 
ings were executed, and the subsidy and loans re¬ 
ferred to were granted, on or before October 26, 
1938. 

43. The purpose and effect of the Adjustment 
Plan and the acts done pursuant thereto were to 
transfer to the United States, represented by the 
Commission, the stock therein referred to absolutely, 
and not as collateral. At no time, neither on the date 
of the original execution of the Adjustment Plan on 
August 15, 1938, nor at any other time theretofore 
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or thereafter, did the Commission, Dollar of Dela¬ 
ware, or any of the former owners of the stock so 
transferred, including the plaintiffs, propose or 
agree that the stock so transferred be substituted as 
collateral in lieu of the personal obligations of R. 
Stanley Dollar and Dollar of California under ship 
notes of approximately $3,500,000. 

44. The Commission did, on April 28, 1938, and 
again on June 4, 1938, request the plaintiffs to give 
additional personal guarantees and to secure such 
personal guarantees by certain collateral, as herein¬ 
before alleged. The plaintiffs, however, flatly de¬ 
clined to give the guarantees or to pledge the col¬ 
lateral requested. Instead, they made a wholly dif¬ 
ferent counter-proposal, in which they requested an 
absolute release from their prior and pre-existing 
personal indebtedness, guarantees and liabilities, not 
only to the Commission but to others; in exchange 
therefor, thev offered to transfer to the Commission 
absolute title to certain common stock of Dollar of 
Delaware, which stock, as the plaintiffs well knew, 
the Commission then believed had no equity or eco¬ 
nomic value as collateral and had previously re¬ 
quested in pledge only to obtain voting control, and 
which the plaintiffs, as they then represented to the 
Commission, believed would be of no value to plain¬ 
tiffs in the event the Commission were to exercise the 
powers lawfully vested in it by Congress. 

45. The counter-proposal was accepted by the 
Commission not because of, but in spite of, the finan¬ 
cial distress of Dollar of Delaware, and notwith¬ 
standing the grave responsibility which the members 
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of the Commission thereby incurred in committing 
the United States to the granting of an outright 
subsidy of $15,000,000 and further advances of al¬ 
most $5,000,000 to a steamship company whose finan¬ 
cial condition as the members of the Commission 
were well aware, was quite possibly then beyond 
repair. 

46. Thereupon, pursuant to the Adjustment Plan 
and on October 26, 1938, all ties between Dollar of 
Delaware and the plaintiffs were completely severed 
and the relations between the two divorced absolute¬ 
ly. The indebtedness of R. Stanley Dollar and Dollar 
of California to the Commission was discharged and 
released absolutely. The plaintiffs were released 
from or indemnified against loss by reason of their 
prior personal guarantees given or liabilities in¬ 
curred to others than the Commission in the prior 
operations of the steamship company; Dollar of 
Delaware took into its employ all of the personnel of 
and purchased outright all of the equipment and fa¬ 
cilities of its former managing agent, the Robert Dol¬ 
lar Co., which were necessary for the steamship com¬ 
pany’s operations; R. Stanley Dollar and H. M. 
Lorber resigned as officers of Dollar of Delaware; 
R. Stanley Dollar resigned as a director thereof; and 
Dollar of Delaware, as the plaintiffs had demanded, 
surrendered the right to use the Dollar name or in¬ 
signia, and thereafter adopted the name by which it 
is now and ever since November 21, 1938, has been 
known, the American President Lines, Ltd. 

47. After October 26,1938, the plaintiffs retained 
one and only one interest in the American President 
Lines, Ltd., that is, as owners of substantial amounts 
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of the preferred stock thereof or as owners of stock 
in corporations owning substantial amounts of such 
preferred stock. As a result of the Adjustment Plan 
and the acts done pursuant thereto, the value of the 
preferred stock was substantially enhanced, all to 
the benefit of the plaintiffs. 

48. The Merchant Marine Act, 1936, authorized 
the Commission to acquire absolute title to the Class 
B and Class A stock referred to in the Adjustment 
Plan upon the finding, duly made by the Commis¬ 
sion, that the acquisition of the stock was a necessary 
incident to and part of the consideration for the car¬ 
rying out of the Adjustment Plan. Whether the 
terms and conditions prescribed by the Commission 
as a condition of authorizing the execution and car¬ 
rying out of the Adjustment Plan were fair or rea¬ 
sonable are matters committed by Congress to the 
determination of the Commission in the exercise of 
its administrative discretion. 

49. If the fairness and reasonableness of the 
terms and conditions duly prescribed by the Com¬ 
mission are matters for the independent determina¬ 
tion of the courts, then the defendants say that the 
plan of reorganization established by the Adjust¬ 
ment Plan, as the Commission duly concluded, was 
eminently fair and reasonable. The common stock, in 
the opinion of the Commission, had no equity on 
August 15, 1938, and the owners thereof would have 
realized nothing in the event of liquidation; the 
United States as mortgagee was then entitled to fore¬ 
close its ship mortgages and to purchase the vessels 
at foreclosure sales subject to no equity of redemp¬ 
tion in the mortgagors and the operations of Dollar 
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of Delaware, as the Commission duly determined, 
could not be continued unless the company received 
a five-year operating-differential subsidy and addi¬ 
tional millions of new money for repairs and working 
capital. The Dollar interests, including the plaintiffs, 
contributed none of the new capital required, neither 
directly nor by underwriting any part of the ad¬ 
vances made therefor by the Commission and the 
Reconstruction Finance Corporation; the personal 
guarantees which they had theretofore given to fi¬ 
nance the prior operations of Dollar of Delaware 
were released, and the right to use the Dollar name, 
for whatever value it may have had, was withdrawn 
from Dollar of Delaware and reserved to the plain¬ 
tiffs. Without contributing any part of the new 
money required by Dollar of Delaware and after 
being released from the liabilities which they had 
theretofore incurred to finance the company’s prior 
operations, the plaintiffs, as owners of the preferred 
stock of Dollar of Delaware or as stockholders of 
corporations owning substantial amounts of such 
preferred stock, nonetheless retained the opportu¬ 
nity to participate in future profits, if any, made 
possible only by the large expenditure of public 
funds and without any risk to the plaintiffs. 

II. 

For a further and separate defense to the com¬ 
plaint the defendants allege that: 

50. The defendants reallege each and every allega¬ 
tion of paragraphs 6, 7 and paragraphs 29 to 47 of 
the answer, as fully and with the same force and 
effect as though set forth expressly herein. 
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51. As the plaintiffs well knew, the Commission, 
at all times on and after August 19,1938, openly and 
publicly claimed that the Adjustment Plan provided 
for the transfer to the Commission of absolute title 
to the Class B and Class A stock therein referred to, 
and at all times on and after October 26,1938, openly 
and publicly claimed absolute title to said stock ad¬ 
versely to the plaintiffs, and exercised full dominion 
of ownership with respect thereto. In December 
1940, in answer to a claim of ownership of said stock 
made on behalf of the plaintiff R. Stanley Dollar and 
others, the Commission expressly repudiated such 
claim as without legal or moral foundation and as¬ 
serted that full ownership of said stock was vested in 
the United States, represented by the Commission. 

52. If the Class B and Class A stock referred to 
in the Adjustment Plan were transferred to the Com¬ 
mission in pledge to secure an indebtedness to the 
Commission, the indebtedness for which the stock 
was pledged as security was solely that evidenced by 
the notes on which Dollar of California and R. Stan¬ 
ley Dollar were jointly and severally obligated as 
makers, in the amount of approximately $3,500,000. 
The entire said indebtedness of approximately $3,- 
500,000 was paid on or before July 22, 1941, and the 
notes evidencing same were all returned to Dollar of 
Delaware on or before December 11,1941, as herein¬ 
before alleged. 

53. The right to maintain this action, construed as 
one for replevin of the stock in controversy, is barred 
by the statute of limitations in that the cause of 
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action, if any, arose more than three years prior to 
the commencement of this proceeding. 

54. The right to maintain this action, to the ex¬ 
tent that the complaint prays for equitable relief, 
is barred by laches in that, with knowledge of all 
the facts herein alleged and realleged in this part 
II of the answer, with knowledge that at all times 
after October 26, 1938 the Commission has openly 
asserted title to said stock adversely to the plain¬ 
tiffs, with knowledge that the Commission granted 
the subsidy and repair loan referred to in the Ad¬ 
justment Plan and performed its obligations there¬ 
under in the belief that the stock certificates and 
other instruments of transfer delivered by plaintiffs 
on October 26, 1938 conveyed to the Commission 
absolute title to said stock, the plaintiffs neverthe¬ 
less delayed bringing this action for more than 
seven years after the delivery of the stock certifi¬ 
cates and assignment and option agreements to the 
Commission on October 26, 1938, more than four 
years after the repayment of the indebtedness on 
which, prior to October 26, 1938, R. Stanley Dollar 
and Dollar of California had been jointly obligat¬ 
ed, more than three years after the notes evidenc¬ 
ing said indebtedness had been returned to Dollar 
of Delaware in the manner agreed to by R. Stanley 
Dollar and Dollar of California, and not until after 
the value of said stock had greatly increased above 
its value at the time of its transfer to the Commis¬ 
sion, and did not make demand for the return of the 
stock after the repayment of said indebtedness at 
any time prior to September 5, 1945, or commence 
this proceeding until November 6, 1945. 
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III. 

For a further and separate defense to the com¬ 
plaint, the defendants allege that: 

The plaintiffs are estopped to deny that the 
transfer of said stock was in fact intended to and 
did vest in the Commission absolute title thereto; 
and also estopped to assert that the stock was given 
as collateral or in pledge. 

56. The defendants reallege the allegations of 
paragraphs 29 to 47 and paragraphs 51 to 54 of the 
answer as fully and with the same force and effect 
as though expressly set forth herein. 

57. In authorizing the execution of the Adjust¬ 
ment Plan, the Commission, as the plaintiffs well 
knew, understood and believed that the Adjustment 
Plan as approved by the Commission provided for 
the transfer to the Commission of absolute title to 
the class A and class B common stock of Dollar of 
Delaware therein referred to, subject only to the 
then existing pledge to the Anglo Bank of certain 
shares of said class A common stock. 

58. Prior to the granting of the subsidy and 
repair loan referred to in the Adjustment Plan, 
and as a condition to the granting thereof, the 
plaintiffs represented to the Commission that the 
stock certificates and other instruments of title 
delivered to the Commission as hereinbefore alleged 
would vest in the Commission absolute title to said 
stock, subject only to the pledge to the Anglo Bank 
of certain shares of the class A stock. 

59. On or before October 26, 1938, one Keith R. 
Ferguson, then executor of the Estate of J. Harold 
Dollar and counsel for the plaintiffs in the nego- 
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tiations and execution of the Adjustment Plan, 
sought and obtained an order of court duly author¬ 
izing the “sale” to the Commission of all right, 
title, and interest of the Estate of J. Harold Dollar 
in certain class A stock, and delivered to the Com¬ 
mission a true copy thereof as evidence of his au¬ 
thority to transfer said stock to the Commission. 

60. The Commission, as the plaintiffs well knew, 
acted in reliance on said understanding and repre¬ 
sentations in accepting the transfer of the class A 
and class B common stock of Dollar of Delaware 
and referred to in the Adjustment Plan, in grant¬ 
ing the subsidy and repair loan referred to in the 
Adjustment Plan, and in performing the Commis¬ 
sion’s obligations thereunder. 

61. In filing their federal income tax returns for 
the calendar year 1938, the plaintiffs R. Stanley 
Dollar, H. M. Lorber and Dollar of California each 
represented to the United States that they had 
transferred to the Commission all their right, title, 
and interest to certain class A and class B stock of 
Dollar of Delaware, and took substantial deductions 
therefor in computing their next tax. 

62. At no time prior to July 1, 1945, did the 
plaintiffs ever assert that the transfers of stock on 
October 26, 1938 were given in pledge and as col¬ 
lateral. 

63. The plaintiffs are further estopped to deny 
the legality of the transfer of the class B and class 
A common stock of Dollar of Delaware now in the 
possession of the Commission, construed as a trans¬ 
fer of absolute title to said stock. 
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64. Said stock was, by the express terms of the 
preamble to the Adjustment Plan, agreed to be 
transferred to the Commission in consideration of 
the granting by the Commission of the five-year 
operating-differential subsidy and the loan for re¬ 
pairs therein referred to; by the express terms of 
the Commission's resolution of September 27, 1938, 
the granting of said subsidy and loan were condi¬ 
tioned on the receipt by the Commission of the 
stock certificates and other instruments of title to 
said stock as hereinbefore alleged in paragraph 38 
of the answer. Pursuant to the Commission's reso¬ 
lution of September 27, 1938, and effective October 
26, 193S, the Commission granted said subsidy and 
loan and thereafter carried out all of its obliga¬ 
tions thereunder. By reason of the financial assist¬ 
ance thus granted to Dollar of Delaware, Dollar of 
Delaware was enabled to continue operations, which 
it could not have done without such assistance, and 
thereby to enjoy the opportunities for future prof¬ 
its. For some years prior to the commencement of 
this action Dollar of Delaware earned substantial 
profits, and the value of its preferred and common 
stock increased substantially above the value there¬ 
of on the date of the execution of the Adjustment 
Plan. On that date, the plaintiffs were, and at all 
times since have continued to be, the owners of 
substantial amounts of such preferred stock or of 
stock in corporations owning substantial amounts 
of such preferred stock, and have profited from the 
increase in the value thereof. The opportunity to 
realize a profit from the prospective increase in 
the value of the preferred stock was one of the 
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material considerations which induced the plaintiffs 
to propose and agree to transfer the Class B and 
Class A common stock of Dollar of Delaware now 
in the Commission’s possession. 

65. The plaintiff R. Stanley Dollar and Dollar 
of California bargained for and received other and 
valuable consideration for the Class B and Class A 
stock transferred by them to the Commission pur¬ 
suant to the Adjustment Plan. On the date of the 
execution of the Adjustment Plan, the said two 
plaintiffs were co-makers of ship notes payable 
to the United States in the amount of $3,573,193, 
which notes were secured by mortgages on certain 
vessels owned by Dollar of Delaware. There was 
then a substantial risk that, unless the subsidy and 
repair loan referred to in the Adjustment Plan 
were granted to Dollar of Delaware, the said mort¬ 
gages would be foreclosed, the mortgaged vessels 
would be sold for less than the amount of the mort¬ 
gage indebtedness, and deficiency judgments would 
be entered against the said two plaintiffs for the 
balance due. Pursuant to the Adjustment Plan, the 
said two plaintiffs were released from all liability 
on the said notes, finally and absolutely, the said 
subsidy and repair loan were granted, and the said 
two plaintiffs were thereby relieved in fact and in 
legal effect from all risk of liability as co-makers 
of said notes. 

66. The plaintiff R. Stanley Dollar bargained for 
and received other and valuable consideration for 
the Class A stock transferred by him to the Com¬ 
mission. On February 20, 1934 the plaintiff R. 
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Stanley Dollar personally guaranteed the payment 
by Dollar of Delaware of certain assessments on 
the company under its protection and indemnity 
insurance carried in the London SS Owners Mutual 
Ins. Assn. Ltd. Pursuant to paragraph 16 of the 
Adjustment Plan, Dollar of Delaware, in considera¬ 
tion of the plaintiff R. Stanley Dollar’s undertak¬ 
ing to transfer to the Commission certain shares of 
class A stock and in consideration of other cove¬ 
nants as set forth in the Adjustment Plan, agreed 
to indemnify said plaintiff from any liability under 
said guarantee. 

67. The plaintiff Dollar of California bargained 
for and received other and valuable considerations 
for the class A and class B common stock of Dollar 
of Delaware transferred by it to the Commission. 
Said plaintiff and others were jointly obligated for 
any liabilities to the Matson Navigation Company 
and others under a certain agreement dated April 
23, 1930 respecting the division of Pacific traffic 
between the Dollar and Matson lines. Under para¬ 
graph 15 of the Adjustment Plan, Dollar of Dela¬ 
ware, in consideration of the transfer to the Com¬ 
mission of certain class A and class B stock and in 
consideration of other covenants as set forth in the 
Adjustment Plan, agreed to hold said plaintiff 
harmless from any liability under the agreement of 
April 23, 1930, arising out of the operations of Dol¬ 
lar of Delaware. 

68. Notwithstanding the facts alleged in para¬ 
graphs 29 to 47, 51, 57 to 61 and 64 to 67 of this 
answer, plaintiffs at no time between October 26, 
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1938 and July 1, 1945, advised the Commission that 
they or any of them asserted any right, power, title 
or interest thereto, or with respect of said stock, 
or that they in any way disputed the absolute own¬ 
ership thereof by the Commission, or sought by 
protest, legal action, or otherwise in any way to 
restrain or prevent the sale of the stock, or made 
any demand upon the Commission to return said 
stock to them, or any of them, save that during the 
latter part of 1940, one J. H. Rosenbaum, purport¬ 
ing to act as attorney for R. Stanley Dollar, and 
one L. N. Rosenbaum, his associate, asserted, in 
such capacity and for the benefit of other former 
stockholders of record, a claim of ownership in the 
stock in controversy. In December, 1940. the de- 
fendant Land, as Chairman of the Commission, in¬ 
formed Mr. L. M. Rosenbaum that such claim was 
without legal or moral foundation. 

69. Having received the considerations bargained 
for, and upon the condition that absolute title to the 
Class A and Class B stock be transferred to the 
Commission, having enjoyed the benefits of the con¬ 
siderations bargained for, and having long delayed 
in questioning the validity of the transfers of Octo¬ 
ber 26, 1938, the plaintiffs are now estopped to 
deny the Commission’s legal authority to acquire 
absolute title to said stock pursuant to the Adjust¬ 
ment Plan. 

IV. 

For a further and separate defense to the com¬ 
plaint, the defendants allege that: 

70. All acts done by the defendants as hereinbe- 
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fore alleged or admitted were done and performed 
by the defendants and their predecessors in office, 
or pursuant to their direction or supervision, pur¬ 
suant to the official duties of the defendants and 
their predecessors in office as members of the Com¬ 
mission and as a Commission, in the administration 
of the Merchant Marine Act, 1936, and not as in¬ 
dividuals. 

Wherefore, the defendants pray that judgment 
be entered for the defendants, and that the de¬ 
fendants have such other and further relief as the 
Court may deem just and proper, together with 
their costs of suit herein incurred. 

PEYTON FORD 
Assistant Attornev General 

m/ 

GEORGE MORRIS FAY 
United States Attorney 
Attorneys for the defendants. 

Of counsel: 

MELVIN H. SIEGEL 
Special Attorney, Department of Justice 

PAUL D. PAGE, Jr., Solicitor 
United States Maritime Commission 

(Duly Verified) 

[Endorsed]: Filed July 29, 1947 
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EXHIBIT B [To Defendants’ Answer] 

April 28,1938 

“Dollar Steamship Lines Inc., Ltd. 

Dollar Building 

San Francisco, California 

Attention: Mr. R. Stanley Dollar 
“Gentlemen: 

“The Commission has been giving consideration 
to the terms and conditions upon which it would be 
justified in granting your company a five-year op¬ 
erating differential subsidy agreement under Title 
VI of the Merchant Marine Act, 1936. 

“We understand that your Company has fulfilled 
the terms and conditions incident to the granting to 
your Company of the temporary six-months operat¬ 
ing differential subsidy agreement, effective Janu¬ 
ary 25, 1938. By virtue of the consummation of the 
financial adjustments upon which such temporary 
subsidy agreement was predicated we understand 
that there has been a reduction in the outstanding 
indebtedness of your Company of over Four Million 
Dollars. You will recall that Chairman Kennedy in 
speaking of the temporary subsidy agreement 
pointed out, both in private conferences and in 
public utterances in San Francisco that: ‘This is 
not to be regarded as a permanent or satisfactory 
solution of the Dollar situation 7 . He further pointed 
out that your Company would, as a prerequisite to 
any permanent or satisfactory solution, have to ob¬ 
tain new capital funds sufficient both to make pos- 
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sible a replacement program and to supply sufficient 
working capital for long-term operations. Your Com¬ 
pany has been unable to raise the necessary funds 
from private sources in your local community suf¬ 
ficient to meet either of these objectives and conse¬ 
quently it has sought a working capital loan from 
the Reconstruction* Finance Corporation. Such an 
RFC loan would not, however, provide the necessary 
funds for a replacement program. 

“The RFC has indicated to this Commission its 
willingness to make such a working capital loan 
only on condition however that it have as security 
for said loan a first mortgage on your operating 
fleet. To enable your company to accomplish this 
financing, it would be necessary for this Commission 
to subordinate its present First Preferred Ship 
Mortgages securing your company’s indebtedness to 
this Commission of approximately Seven Million 
Dollars. In addition, the RFC would require that this 
Commission advance approximately One and One- 
Half Million Dollars for ship repairs, the major 
portion of such repairs being a consequence of under 
maintenance over a period of years. 

“Notwithstanding your inability presently to initi¬ 
ate any replacement program, but with a view that 
these important services from the West Coast may 
be maintained without interruption, the Commission 
will carry out a program contemplating the fol¬ 
lowing : 

(a) the granting by this Commission of a 5- 
year operating differential subsidy contract which, 
among other things, will provide initially for sub- 
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sidy upon the following items and in the follow¬ 
ing percentages: 

Percentage of Differential 
Line A Line B 

Items Coolidge 535’s 

Wages of officers and crew. 64.7% 63.4% 60.9% 

Subsistence of officers and crew. 54.63% 57.6% 52.7% 

Subsistence of passengers. 9.03% 8.85% 9.74% 

Maintenance (meaning expendable 
equipment, stores and supplies, but 

not fuel) . 23.73% 23.56% 21.72% 

Repairs—shore gang labor. 70.27% 71.82% 70.60% 

Contract repairs not compensated by 
insurance (including self-insured 

repairs) . 67.26% 67.08% 65.37% 

Hull insurance. 45% 35% 35% 

P. & I. Insurance. 33 */% 33 l /% 33/% 

On the basis of an operating fleet of twelve vessels 

and upon the foregoing initial percentages, it is 

estimated that the total subsidy to accrue to your 

company annually under such a contract would be 

$3,000,000 or about $15,000,000 for the 5-year term. 

(b) making of a loan by RFC up to $2,000,000 
for working capital purposes. 

(c) advancing by this Commission of approxi¬ 
mately $1,500,000 for repairs on subsidized vessels. 

(d) subordination by the Commission of its 
First Preferred Ship Mortgages, securing your 
company's present indebtedness to this Commis¬ 
sion to both the RFC loan and the advances for 
repairs, together with the rearrangements of amor¬ 
tization requirements as set forth in Exhibit 2; 

but only on full and prompt performance of the fol¬ 
lowing conditions: 

“1. Dollar Steamship Lines Inc., Ltd., (herein¬ 
after sometimes called ‘applicant 7 ) will proceed with 
its application to the RFC for the loan of $2,000,000 
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upon the terms and conditions set forth in the letter 
of RFC addressed to the Commission dated April 
20, 1938, a copy of which is attached hereto as Ex¬ 
hibit 1. The applicant will comply with all the terms 
and conditions of the resolution of the RFC authoriz¬ 
ing said loan, including the terms and conditions out¬ 
lined in the aforementioned letter and such other 
terms and conditions as that agency may require. 

“2. The applicant will, in addition to giving the 
Consolidated Blanket First Preferred Ship Mort¬ 
gage on its entire operating fleet, securing ratably 
the RFC loan and the advances for repairs which 
may be made by the Commission, also give as addi¬ 
tional security for the existing indebtedness to the 
Commission of approximately $7,000,000 (presently 
secured by individual First Preferred Ship Mort¬ 
gages on the several operating vessels) a junior 
Blanket Preferred Ship Mortgage on all of said 
vessels. 

“3. The existing arrangements with respect to the 
use of the shipping assets and personnel of The 
Robert Dollar Company shall be made effective for 
the period of the proposed subsidy agreement with 
the further covenant that the applicant will cause 
such assets to be transferred to it permanently 
within such reasonable time after the effective date 
of the proposed subsidy agreement (but not later 
than six months from the date thereof) as the Com¬ 
mission may require, and for such consideration, as 
may in the opinion of the Commission be fair and 
reasonable. 
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“4. The Anglo California National Bank’s $250,- 
000 loan on the President Fillmore and President 
Johnson shall be extended for one year without amor¬ 
tization requirements. Thereafter the bank may re¬ 
sort to its collateral but shall not make any deficiency 
claim against the applicant until the new money se¬ 
cured by said Consolidated Blanket First Preferred 
Ship Mortgage has been repaid in full. The Dollar 
Wharf and Warehouse Company and the Dollar 
Steamship Line (a California corporation) shall con¬ 
vert applicant’s indebtedness to them (together with 

all accrued and future interest thereon) into capital 
stock of applicant upon a basis satisfactory to the 
Commission and within such reasonable time after 
the effective date of the proposed subsidy agreement 
(but not later than 90 days from the date thereof) 
as the Commission may require. It is understood that 
the Commission as pledgee of the stock of the Dollar 
Wharf and Warehouse Company as well as the 
Anglo California National Bank as the other pledgee 
will consent to this arrangement. 

“5. The amortization requirements with respect 
to the present indebtedness of applicant to the Com¬ 
mission are to be rearranged in accordance with the 
schedules annexed hereto as Exhibit 2. This re¬ 
arrangement of amortization requirements includes 
the extension of the indebtedness on the President 
Johnson and President Fillmore from July 25, 1938 
to Julv 25, 1939. 

“6. The applicant shall also give as additional 
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security for its present indebtedness to the Commis¬ 
sion the following: 

(a) A pledge o? $50,000 face value United States 
Liberty Bonds subject only to the existing prior 
pledge to the Matson Navigation Company. 

(b) Pledge of a certain note receivable of J. W. 
Boring referred to in your Balance Sheet as of 
October 31, 1937 and valued therein at approxi¬ 
mately $94,000. 

(c) Assignment of all right, title and interest of 
the applicant in and to the proceeds of liquidation 
of Pacific Steamship Lines, Ltd. 

“7. Dollar Steamship Line, a California corpora¬ 
tion, is to guarantee payment of the principal and 
interest of the existing indebtedness to the Commis¬ 
sion, which indebtedness would become subordinated. 
Such guarantee is to be secured by the following: 

(a) All the stock of applicant (represented to 
be 1,870,210 shares of B stock) held by Dollar 
Steamship Line (a California corporation) and 

(b) The entire capital stock of Dollar Steam¬ 
ship Lines, Ltd. (Hong Kong), a British corpora¬ 
tion. 

“8. A similar guarantee is to be furnished by The 
Robert Dollar Company which guarantee shall be 
secured by the following: 

(a) All of its holdings in Heintz & Kauffman 
Ltd., represented to be 2,913 shares. 
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(b) All of its holdings in Globe Wireless, Ltd., 
represented to be 5,840 shares of common stock. 

(c) Pledge, mortgage, or assignment of all right, 
title and interest which The Robert Dollar Com¬ 
pany holds, directly or indirectly, in and to The 
Robert Dollar Building in San Francisco, in which 
applicant’s principal offices are situated, subject 
only to presently existing liens. 

(d) All of The Robert Dollar Company’s hold¬ 
ings in the Class A and Class B stocks of the ap¬ 
plicant represented to be 2,075 shares of the Class 
A stock and 227,789 shares of the Class B stock. 

(e) All of The Robert Dollar Company’s hold¬ 
ings of stock in Dollar Steamship Line, a Califor¬ 
nia corporation, represented to be 42,994 shares 
of common stock. 

(f) Assignment of all right, title and interest 
of The Robert Dollar Company in and to the pro¬ 
ceeds of liquidation of Pacific Steamship Lines, 
Ltd. 

“9. Similar Guarantee by R. Stanley Dollar, in¬ 
dividually, to be secured by the following: 

(a) All of his holdings in the stock of The 
Robert Dollar Company, represented to be 12,865 
shares of common stock, together with sufficient 
additional shares of said stock so that in the ag¬ 
gregate there shall be pledged as security a ma¬ 
jority of the outstanding voting stock of said com¬ 
pany. 

(b) All of his stock holdings in the applicant, 
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represented to be 35,380 shares of class A stock, 
subject to prior pledge. 

(c) All of his stock holdings in the Dollar 
Steamship Line, a California corporation, repre¬ 
sented to be 5,698 shares of common stock. 

‘‘10. A similar guarantee by Estand Inc. secured 
by all of the capital stock of the Olympic Refining 
Company and approximately 25 per cent of the stock 
of Admiral Oriental Line, the obligation of said 
guarantor, however, to be limited to the collateral. 

‘‘With respect to any and all property pledged as 
collateral or sub-collateral, as required by the terms 
of this letter, the instruments of pledge shall be in 
form and substance satisfactory to the Commission. 

•j 

Such instruments of pledge in the case of stocks of 
the applicant (including any shares which are herein 
stated to be subject to prior pledge) shall provide 
for the exercise of voting rights irrespective of 
whether or not the obligation which they secure is 
in default. With respect to all of the other pledged 
stocks referred to herein, the Commission shall be 
entitled to exercise voting rights with respect thereto 
only on default of any of the obligations of the ap¬ 
plicant; Provided, however, that no transfer of any 
substantial part of the assets of the Company whose 
stocks are pledged hereunder shall be made unless 
the Commission prior thereto has indicated in writ¬ 
ing that it has no objection to such proposed transfer. 

“The operating differential subsidy agreement is 
to contain provisions, among others, substantially 
equivalent to those set forth in Articles 41, 43 and 44 
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of the temporary subsidy agreement now in effect, 
dated January 25,1938. 

“All collateral or sub-collateral, or the avails 
thereof, required to be pledged under this letter, 
shall be released upon payment in full of the indebt¬ 
edness secured by the First Consolidated Blanket 
Preferred Ship Mortgage, except such part of the 
collateral and sub-collateral as consists of stock of 
the applicant and except the junior Blanket Pre¬ 
ferred Ship Mortgage required in paragraph num¬ 
bered 2 hereof. 

“In the event of any substantial failure to comply 
with the terms and conditions herein specified, re¬ 
gardless of whether such failure is caused by the ap¬ 
plicant, or by any other person, the Commission will 
be under no obligation whatsoever to carry out the 
program outlined herein. 

Very sincerely yours, 

E. S. LAND 
Chairman. 77 

EXHIBIT 1 [To Exhibit B to Defendants 7 Answer] 

“Reconstruction Finance Corporation 
Washington 

April 20, 1938 

“My dear Admiral Land: 

“It is the opinion of our Directors that the Dollar 
Steamship Lines, Inc., Ltd., will require a loan up 
to $2,000,000 for the purpose of giving the company 
adequate working capital. 
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‘‘Our Directors will give favorable consideration 
to an application for such a loan, with a maturity 
of five years, with interest at the rate of 5% per 
annum, payable semi-annually, upon the following 
basis: 

“(a) The present existing first mortgages on the 
Dollar Fleet, approximating $7,000,000, are to be 
subordinated by the Maritime Commission to a mort¬ 
gage or mortgages securing the new funds furnished 
by the Reconstruction Finance Corporation and the 
Maritime Commission, 

“(b) The $2,000,000 Reconstruction Finance Cor¬ 
poration working capital loan and the $1,500,000 
Commission repair loan to be secured respectively 
by first and second blanket mortgages on the entire 
fleet, or to be consolidated in one blanket first mort¬ 
gage ratably securing both loans. 

“(c) The Dollar Line to give the Reconstruction 
Finance Corporation, as additional security for its 
loan, an assignment of the subsidy in an amount 
sufficient to provide for the payment of interest and 
semi-annual principal payments of $150,000, begin¬ 
ning nine months from the date of advance of the 
Reconstruction Finance Corporation loan. 

“(d) In the event of default, subsidy withheld 
under Section 609 of the 1936 Act is to be applied 
ratably as between the Reconstruction Finance Cor¬ 
poration and the Maritime Commission's new funds, 
provided it is determined that the Reconstruction 
Finance Corporation mortgage is a ‘debt due to the 
United States' within the meaning of the statute. If 
it is held not to be such a debt then the Commission 
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will give the Reconstruction Finance Corporation 
priority in liquidation until the Reconstruction 
Finance Corporation receives an amount equal to 
the amount which the Commission withholds from 
the subsidy. After that the proceeds derived from 
liquidation will be divided ratably between the Re¬ 
construction Finance Corporation advance then out¬ 
standing and the unpaid balance of the Commission’s 
repair loan. 

“(e) Management is to be acceptable to the Com¬ 
mission and the Reconstruction Finance Corporation. 

“(f) The making of the Reconstruction Finance 
Corporation loan is dependent upon the Co mmi ssion 
advancing up to $1,500,000 for repairs. 

Yours very truly 

/s/ JESSE H. JOKES 
Jesse H. Jones 
Chairman.” 
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EXHIBIT 2 [to Exhibit B to Defendants’ Answer] 


R.F.C. LOAN (Working Capital Loan) Participating Blanket 


Preferred Mortgage 

(Feb.) (Aug.) For Year 

1939 . 150.000 150,000 300,000 

1940 . 150,000 150,000 300,000 

1941 . 150,000 150,000 300,000 

1942 . 150,000 150,000 300,000 

1943 . 150,000 650,000 800,000 

ILS-M.C. LOAN (Repair Loan) Participating Blanket 

Preferred Mortgage 

1938 (Feb.) (Aug.) For Year 

1939 . 150,000 150,000 300,000 

1940 . 150,000 150,000 300,000 

1941 . 150.000 150,000 300,000 

1942 . 150,000 150,000 300,000 

1943 . 150,000 150,000 300,000 


U.S.M.C.—12 Vessels 


Blanket J 

unior Preferred Mortgage 


March 

June 

Sept. 

Dec. 

For Year 

1939 

80.500 

80,500 

80,500 

83,500 

325,000 

1940 

80,500 

80,500 

80.500 

83.500 

325,000 

1941 

80,500 

80,500 

80,500 

77,443.04 

318,943.04 

1942 

78,000 

78,000 

78,000 

82,250 

316,250 

1943 2.290.000 




2,290,000 

JOHNSON- 

-FILLMORE 





1939 


90,819.10 




COOLIDGE 






1939 

32,500 

32,500 

32,500 

32,500 

130,000 

1940 

32,500 

32,500 

32.500 

32,500 

130,000 

1941 

32,500 

32,500 

32,500 

32,500 

130,000 

1942 

32.500 

32,500 

32.500 

32,500 

130,000 

1943 

32,500 

85,000 

85,000 

85,000 

287,500 

1944-51 Inc. 

85,000 

85,000 

85,000 

85,000 


1952 

391,464 







1938 

1939 

1940 

1941 

1942 

1943 

R.F.C. 


300,000 

300,000 

300,000 

300,000 

800,000 

U-SJM.C.—Senior 

300,000 

300,000 

300,000 

300,000 

300,000 

U.S.M.C.- 

-Junior 

325,000 

325,000 

318,943.04 

316,250 

2,290,000 

M 


130,000 

130,000 

130,000 

130,000 

287,500 


VSM.C. 

JOHN.-FILLMORE 90,819.10 


Bank 

1.145.819.10 

125,000 

1.055.000 

125.000 

1.048,943.04 

125,000 

1,046,250 

125,000 

3,677,500 

125,000 

Debentures 

1,270,819.10 

32,900.00 

1,180,000 

32,900 

1,173,943.04 

32,900.00 

1,171,250 

32,900 

3,802,500 

32.00 


1,303,719.10 

1,212,900 

1,206,843.04 

1,204,150 

3,835,400” 
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EXHIBIT C [to Defendants’ Answer] 

Dollar Steamship Lines 

San Francisco, Calif. 

May 24,1938 

United States Maritime Commission 
Washington, D. C. 

Gentlemen: 

The period which has elapsed since the receipt of 
your communication of April 28, 1938, has been oc¬ 
cupied continuously in the consideration of the terms 
upon which your Commission therein advises it is 
ready to carry out a program for the granting of a 
five-year operating differential subsidy to our com¬ 
pany. 

It is not out of place to say, prefatorily, that after, 
at your request, we had made application to the Re¬ 
construction Finance Corporation for a loan of Two 
Million Dollars for the purposes of working capital, 
which also contemplated an advance to our company 
of $1,500,000 by your Board for repairs to our ves¬ 
sels, the delivery of a subsidy contract to our rep¬ 
resentative said to meet with the approval of your 
Board with the request that a meeting of our Di¬ 
rectors be called to authorize its execution, and the 
release of cash and securities to trade creditors on 
the assumption that our negotiations had favorably 
concluded, it was distressing to find that your letter 
of April 28th made requirements more onerous than 
previously indicated. 
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Because of the nature of the guarantees required, 
it became necessary for our Board of Directors to 
appoint a committee to confer with the parties from 
whom the same were desired and advise this Board 
as to whether a compliance with such guarantees 
might be accomplished. Prior to the report of this 
committee our Board had two meetings at which the 
conditions in your letter of April 28th were under 
consideration, and as you are aware, a telephone 
communication was had with your Chairman, in the 
hope that the severity of the conditions might be 
mitigated. Subsequently and after the committee had 
interviewed the proposed guarantors, it made its re¬ 
ports. At previous meetings, and prior to such re¬ 
ports by the committee, the Board of Directors of 
this company had approved, subject to the granting 
of a subsidy to our company, substantially all of the 
requirements set forth in your letter which pertain 
directly to this company. 

As a result of the action of the Board of Directors 
and its committee, we are now able to advise you that 
our company is ready and desirous of entering into 
an operating differential subsidy agreement sub- 
stantiallv identical as to its terms with the draft sub- 
mitted to Mr. R. Stanley Dollar on April 22, 1938, 
while in Washington, and that our Company is 
further ready, able and willing to comply with all 
the requirements of your Board's letter of April 
28th as to Items 1 to 6 inclusive thereof, with the 
modification as to Item 3 made by The Robert Dollar 
Co. with respect to the transfer of its shipping assets, 
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which stipulates that the fair consideration therefor 
shall be determined by appraisers in its resolution 
named, which resolution is contained in the copy of 
the minutes of the company forwarded herewith, 
and the further modification as to Item 4 with re¬ 
spect to the Dollar Steamship Line, a California 
corporation, where it will appear from the minutes 
of its meeting, a copy of which is also enclosed, that 
it has not authorized the conversion of the indebted¬ 
ness of this company into capital stock of the com¬ 
pany. 

As to Items 7 to 10 inclusive, which refer to the 
requested guarantees, our Board has taken up with 
the parties suggested as guarantors the matter of 
their compliance therewith, and has obtained agree¬ 
ments from them—with the exception of Estand, Inc., 
from which company we are still awaiting reply 
—to meeting the requirements of the guarantees to 
the extent indicated in the written statements re¬ 
ceived from them, either embodied in a letter or em¬ 
bodied in copies of resolutions or minutes of their 
corporate Board meetings herewith enclosed. 

Our company has made a sincere attempt to com¬ 
ply with the wishes of your Commission, and it is our 
desire, to use the words of a report to your Commis¬ 
sion, in part, “that the standing of our Line in the 
Orient * * * may * * * not be impaired * * * ”, and 
that “the present point of confidence enjoyed by the 
Dollar Line” in the Orient and throughout the world 
may be permitted to continue. To that end we re¬ 
spectfully request the Commission to grant our com- 
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pay a five-year operating differential subsidy on 
the basis of the compliance with the terms of its pro¬ 
posal of April 28,1938, Items 1 to 6 thereof as herein 
indicated, and Items 7 to 10 thereof to the extent 
of the compliance therewith obtained from the 
parties from whom guarantees have been sought. 

In keeping with the foregoing, we are enclosing 
herewith the following letters and documents: 

1. Certified copy of Minutes of meeting of the 
Board of Directors of Dollar Steamship Line, a Cali¬ 
fornia corporation, held May 23, 1938. 

2. Certified copy of Minutes of meeting of the 
Board of Directors of The Robert Dollar Co. held 
May 20,1938. 

3. Original letter of Mr. R. Stanley Dollar ad¬ 
dressed to Messrs. Grant H. Wren and J. Hugh 
Jackson, a committee of the Board of Directors of 
Dollar Steamship Lines, Inc., Ltd., dated May 19, 
1938. 

4. Letter of The Anglo California National Bank 
dated May 24, 1938. 

5. Letter dated May 23, 1938 signed by Mr. 0. G. 
Steen, President of Dollar Wharf & Warehouse Co., 
relative to conversion of $50,000.00 mortgage indebt¬ 
edness into capital stock. 

Respectfully submitted, 

DOLLAR STEAMSHIP LINES INC., LTD. 

By Order of the Board of Directors 

/s/ D. T. Buckley 
Secretary 
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[Enclosure 1 to Exhibit C to Defendants’ Answer] 

SPECIAL MEETING OF THE BOARD OF 

DIRECTORS OF DOLLAR STEAMSHIP 
LINE a California Corporation 

A special meeting of the Board of Directors of 
Dollar Steamship Line was held at the office of the 
Company, No. 311 California Street, San Francisco, 
California, on Monday, the 23rd day of May, 1938, 
at eleven o’clock in the forenoon. There were present 
and participating in the meeting Directors R. Stan¬ 
ley Dollar, H. M. Lorber, Robert Dollar II, Mitchell 
Thompson, J. G. Mitchell constituting the entire 
Board. 

Mr. R. Stanley Dollar, President, acted as chair¬ 
man of the meeting and Mr. D. T. Buckley acted as 
Secretary. 

The Secretary read and presented notice of the 
meeting. 

The reading of the minutes of the previous meet¬ 
ing of the Board of Directors, on motion duly made 
and seconded, was dispensed with. 

The Chairman then advised the Board that he had 
been waited upon by a Committee appointed by the 
Board of Directors of Dollar Steamship Lines Inc., 
Ltd., which committee had handed him for presenta¬ 
tion to this Board a copy of a resolution of the Board 
of Directors of the Dollar Steamship Lines Inc., 
Ltd., reading as follows: 

Whereas, the United States Maritime Commission 
has addressed a letter under date of April 28, 1938, 
to this company, wherein and whereby it outlined 
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a program for the granting to this company by the 
Commission of a five-year operating differential sub¬ 
sidy contract on the terms therein provided; and 
Whereas, it appears from the said letter that 
among other things it is proposed that this Com¬ 
pany obtain a loan of Two Million Dollars from the 
Reconstruction Finance Corporation for the com¬ 
pany's working capital, and that the Maritime Com¬ 
mission advance $1,500,000 for the purpose of re¬ 
pairs to the company's vessels, the entire amount of 
such loan and advance to be secured by a consoli¬ 
dated blanket first preferred mortgage on the operat¬ 
ing fleet of the company, and that the existing in¬ 
debtedness of the company to the United States 
Maritime Commission of approximately Seven Mil¬ 
lion Dollars, presently secured by individual first 
preferred ship mortgages on the operating vessels, 
subordinating the latter indebtedness to the first 
preferred blanket mortgage; and 
Whereas, it is a part of the program as outlined 
in said letter, that together with certain other parties 
in the letter mentioned, it is proposed that Dollar 
Steamship Line, of California, furnish its guarantee 
for the payment of the principal and interest of the 
existing indebtedness to the Commission referred to, 
to-wit, the subordinated indebtedness of approxi¬ 
mately Seven Million Dollars, such guarantee to be 
secured by all stock of the Dollar Steamship Lines 
Inc., Ltd., held by Dollar Steamship Line, of Cali¬ 
fornia, represented to be 1,870,210 shares of B stock, 
and further to be secured by the entire capital stock 
of Dollar Steamship Lines of Hongkong, a British 
corporation; and 
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Whereas, it is further proposed that the instru¬ 
ments of pledge of the stock in Dollar Steamship 
Lines Inc., Ltd., inclusive of such shares as may be 
subject to prior pledge, shall provide for voting 
rights irrespective of whether or not the obligation 
which they secure is in default; and 
Whereas, it is further proposed, as to the stock 
in Dollar Steamship Lines of Hongkong, a British 
corporation, that the voting rights with respect 
thereto are to be exercised by the pledgee only on 
default of any of the obligations of the Dollar Steam¬ 
ship Lines Inc., Ltd.; and 
Whereas, it is further proposed that no transfer 
of any substantial part of the assets of any com¬ 
pany whose stocks are pledged shall be made unless 
the Maritime Commission shall have prior thereto 
indicated in writing that it has no objection to such 
transfer; and 

Whereas, it is still further proposed with respect 
to all of said stock so pledged as security, that the 
same, except the stock of Dollar Steamship Lines 
Inc., Ltd., shall be released from such pledge upon 
payment of the full indebtedness to be secured by 
the first consolidated blanket preferred ship mort¬ 
gage, to-wit, the indebtedness of Two Million Dollars 
to the Reconstruction Finance Corporation, and the 
indebtedness to the Maritime Commission of $1,500,- 
000, represented by its advance for vessels’ repairs; 
and 

Whereas, it is still further proposed in the letter 
of April 28, 1938, of the Maritime Commission ad¬ 
dressed to this corporation that the Dollar Steamship 
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Line, a California corporation, convert all of this 
company's indebtedness to it, together with all ac¬ 
crued and future interest thereon, into capital stock 
of this company, upon a basis satisfactory to the 
Maritime Commission, within such reasonable time 
after the effective date of the proposed subsidy 
agreement (but not later than ninety days from the 
date thereof) as the Commission may require; and 

Whereas, neither compliance with the foregoing 
proposal for such guarantee and security, nor com¬ 
pliance with the proposal that the said Dollar Steam¬ 
ship Line, of California, convert this company’s in¬ 
debtedness to it into capital stock of this company, 
is within this company’s control, but rests with the 
said Dollar Steamship Line, of California; 

Now Therefore, Be It Resolved, that G. H. Wren 
and J. Hugh Jackson, Directors of this corporation, 
be and they hereby are appointed a committee of 
two to confer with the representatives of the said 
Dollar Steamship Line, of California, with relation 
to the hereinbefore referred to proposed guarantee 
and security, as well as the proposed conversion of 
this company's indebtedness to the Dollar Steamship 
Line, of California, into capital stock of this cor¬ 
poration, and to request such representatives to 
place the proposals before their Board of Directors 
or stockholders, as they deem appropriate, for action 
thereon. 

At the same time the Chairman also presented to 
the Board a copy of the letter of the Maritime Com¬ 
mission of April 28,1938, referred to in the said res¬ 
olution, for the consideration of the Board, and rec- 
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ommended to the Board that the requirements of 
the Maritime Commission as set forth in the resolu¬ 
tion so presented to him by the committee be com¬ 
plied with. 

After discussion, on motion by Director J. G. 
Mitchell, seconded by Director M. Thompson, the fol¬ 
lowing resolution was carried: 

Whereas, the United States Maritime Commission 
has under date of April 28, 1938, addressed a com¬ 
munication to Dollar Steamship Lines Inc., Ltd., a 
copy of which has been placed before this Board, out¬ 
lining a program for the granting to that corpora¬ 
tion of a five-year operating differential subsidy; 
and 

Whereas, among other things it is proposed that 
the said Dollar Steamship Lines Inc., Ltd., obtain a 
loan of $2,000,000 from the Reconstruction Finance 
Corporation as working capital, and that the Mari¬ 
time Commission advance that company $1,500,000 
for the purpose of repairs to that company’s vessels, 
the entire amount of such loan and advance to be 
secured by a consolidated blanket first preferred 
mortgage on the operating fleet of that company, and 
that existing indebtedness of that company to the 
said Commission of approximately $7,000,000 pres¬ 
ently secured by individual first preferred mortgages 
on that company’s operating vessels to be secured 
by a junior blanket preferred mortgage on all said 
vessels, subordinating the latter indebtedness to the 
first preferred blanket mortgage; and 

Whereas, it is a part of the program as outlined in 
the said communication that Dollar Steamship Lines 
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Inc., Ltd., obtain this company’s guarantee (along 
with the guarantees of certain other parties) for the 
payment of the said existing indebtedness to the 
Commission, to-wit, the subordinated indebtedness 
of approximately $7,000,000 such guarantee to be 
secured by all stock owned by this company in Dollar 
Steamship Lines Inc., Ltd., represented to be 1,870,- 
210 shares of B stock, and further to be secured by 
the entire capital stock of Dollar Steamship Lines 
Ltd., Hongkong, a British corporation, the stock of 
which is wholly owned by the company; and 
Whereas, it is further proposed that the instru¬ 
ments of pledge of the stock owned by this company 
in Dollar Steamship Lines Inc., Ltd., shall provide 
for voting rights irrespective of whether or not the 
obligation which they secure is in default and the 
voting rights as to the stock in Dollar Steamship 
Lines Ltd., of Hongkong shall be exercised only on 
default of any of the obligations by said company for 
which said stock is security; and 
Whereas, it is further proposed that no transfer 
of any substantial part of the assets of any company 
whose stock is pledged shall be made unless the Mari¬ 
time Commission shall prior thereto indicate in writ¬ 
ing that it has no objection thereto; and 
Whereas, it is still further proposed that the 
stock of Dollar Steamship Lines Ltd., of Hongkong 
shall be released from such pledge upon payment of 
the full indebtedness to be secured by the blanket 
first consolidated preferred ship mortgage, to-wit, 
the indebtedness of $2,000,000 to the Reconstruction 
Finance Corporation and the indebtedness to the 
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Maritime Commission of $1,500,000 represented by 
its advance for vessel repairs; and 

Whereas, it is still further proposed that this com¬ 
pany convert all of the indebtedness of Dollar 
Steamship Lines Inc., Ltd., to it, together with all 
accrued and future interest thereon, into capital 
stock of the said Dollar Steamship Lines Inc., Ltd., 
upon a basis satisfactory to the Maritime Commis¬ 
sion, not later than ninety days after the granting 
of the proposed subsidy agreement to the said cor¬ 
poration; and 

Whereas, a committee of the Board of Directors of 
Dollar Steamship Lines Inc., Ltd., has waited upon 
this company with relation to the foregoing propo¬ 
sals, requesting that the same be placed before our 
Board of Directors for action thereon, and the mat¬ 
ters therein referred to and the communication of the 
said Maritime Commission having had full consider¬ 
ation at the hands of this board, and as the owner of 
a large part of the capital stock of Dollar Steamship 
Lines, Inc., Ltd., it appearing that it is to the interest 
of this company to comply with the proposals of the 
Maritime Commission as they refer to this company 
in part; Be It 

Resolved, that this corporation guarantee the pay¬ 
ment of the existing indebtedness to the United 
States Maritime Commission of Dollar Steamship 
Lines Inc., Ltd., of approximately $7,000,000 pres¬ 
ently secured by individual first preferred mortgages 
on the operating vessels of that company, and that 
the said guarantee be secured by the pledge of 1,870,- 
210 shares of B stock in Dollar Steamship Lines Inc., 
Ltd., now owned by this company. 
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Provided, (1) A loan of $2,000,000 is granted by 
the Reconstruction Finance Corporation to the said 
Dollar Steamship Lines Inc., Ltd., for the company’s 
working capital, and that the L T nited States Mari¬ 
time Commission make an advance to the said com¬ 
pany of $1,500,000 for the purpose of repairs of its 
vessels, such loan and advances secured in the man¬ 
ner hereinabove set forth; 

(2) That the existing indebtedness to the Mari¬ 
time Commission of approximately $7,000,000 is se¬ 
cured by a junior blanket preferred mortgage on the 
operating vessels of the Dollar Steamship Lines Inc., 
Ltd.; 

(3) That a five-year operating differential subsidy 
is granted executed and delivered to Dollar Steam¬ 
ship Lines Inc., Ltd., on terms substantially as pro¬ 
vided in the form of contract delivered to R. Stanley 
Dollar on April 22, 1938, by the United States Mari¬ 
time Commission; 

(4) That the liability of this company shall be 
limited to the pledged security, no recourse to exist 
against this company in event of default on the part 
of Dollar Steamship Lines Inc., Ltd.; 

(5) That no voting rights as to the stock so 
pledged to secure the guarantee of this company 
shall be exercised by the Maritime Commission un¬ 
less the Dollar Steamship Lines Inc., Ltd., shall be 
in default in payment of the subordinated indebted¬ 
ness to the Maritime Commission; further, that be¬ 
fore liability shall attach to this company the Mari¬ 
time Commission shall, in the event of default by 
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Dollar Steamship Lines Inc., Ltd., first set off any 
sums due or which may become due that company 
under the terms of its subsidy agreement or from 
the United States or the Maritime Commission, and 
apply the same toward the satisfaction of the indebt¬ 
edness in order that the default may be cured, and 
in the event such default is cured then the right to 
vote any shares of stock represented by the security 
which may have accrued to the Maritime Commission 
shall terminate; 

(6) That should the Dollar Steamship Lines Inc., 
Ltd., default in the payment of the indebtedness 
guaranteed by this company, and should said default 
remain subsequent to the exercise of the right of off¬ 
set, as hereinabove provided, then the Maritime Com¬ 
mission shall not have the right to foreclose on the 
stock so pledged to it by this company, but this com¬ 
pany shall deliver to the said Maritime Commission, 
at its written request therefor, only sufficient of the 
stock so pledged as collateral as will satisfy the 
amount of such default, and the collateral so deliver¬ 
able to the said Commission in the event of such de¬ 
fault shall be on the basis of and shall be accepted by 
the Commission at the following values, to-wit: 

1,870,210 shares of B stock in Dollar Steamship 
Lines, Inc., Ltd., of a total value of $5,330,098.50, or 
$2.85 per share. 

(7) That any default of Dollar Steamship Lines 
Inc., Ltd., with respect to the payment of the indebt¬ 
edness to the United States Maritime Commission, 
the subject of this company’s guarantee, shall be ex- 
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cused and the company relieved therefrom if such 
default is the result of or caused by acts of God, 
forece majeure, accidents, strikes or other labor dis¬ 
turbances, war, insurrections, weather conditions, 
loss of or damage to its vessels, or without limiting 
the foregoing, any other cause not within the control 
of the Dollar Steamship Lines Inc., Ltd., whether 

of the class or causes hereinbefore enumerated or not. 

Be It. Further Resolved, that the President or any 
Vice-President, with the Secretary, of this corpora¬ 
tion be and they are hereby authorized and directed 
to execute and deliver on behalf of this corporation 
and in its name, the guarantee of the corporation to 
the said Maritime Commission as and on the terms 
in this resolution provided, and to deliver the stock, 
the security therefor, duly endorsed to the said Com¬ 
mission. 

There being no further business to come before the 
meeting, the meeting adjourned. 

I, the undersigned Secretary of Dollar Steamship 
Line, do hereby certify that the above and foregoing 
is a true and accurate transcription from the min¬ 
utes of a Special Meeting of the Board of Directors 
of said company, held in the office of the company on 
the 23rd day of May, 1938, and recorded in the Min¬ 
utes Book of said company. 

In Witness Thereof, I have hereto affixed my offi¬ 
cial signature and the seal of the company in the city 
of San Francisco, on this the 24th day of May 1938. 

/s/ D. T. BUCKLEY 
Secretary. 
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[Enclosure 2 to Exhibit C to Defendants’ Answer] 

The Robert Dollar Co. 

Special Meeting of the Board of Directors 
May 20, 1938 

Pursuant to notice of all Directors of The Robert 
Dollar Co., a California corporation, a meeting of 
the Board of Directors of this Company was held at 
the office of the company, 311 California Street, San 
Francisco, California, on the 20th day of May, 1938, 
at the hour of two o’clock p.m. 

The following Directors were present and par¬ 
ticipated in all the proceedings thereof: R. Stanley 
Dollar, H. M. Lorber, Robert Dollar II, D. T. 
Buckley. 

The minutes of the meeting held the 7th day of 
February, 1938, were read and approved. 

The President, R. Stanley Dollar, requested the 
Secretary to read the communications directed to 
the Board of Directors. 

Thereupon, the Secretary read the letter of Robert 
Dollar II and Keith R. Ferguson, Executors of the 
Estate of J. Harold Dollar deceased, dated May 19, 
1938, reading as follows: 

“May 19,1938 

“Board of Directors 
Robert Dollar Company 
311 California Street 
San Francisco, Calif. 

“Dear Sirs: 

“As the Executors of the Estate of J. Harold 
Dollar, deceased, the owner of approximately forty 
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per cent (40%) of the issued and outstanding capi¬ 
tal stock of The Robert Dollar Co., we request that 
Keith R. Ferguson, one of the executors of said 
Estate, be immediately appointed as a Director to 
fill the vacancy on your Board of Directors. 

‘‘Very truly yours, 

/s/ “ROBERT DOLLAR II 
Robert Dollar II 

/s/ KEITH R. FERGUSON 
Keith R. Ferguson 

“Executors of the last Will and Testament of 
J. Harold Dollar, deceased. 7 ' 

The President announced that there was a vacancy 
on the Board of Directors, and thereupon, upon mo¬ 
tion of Director H. M. Lorber, seconded by Director 
Robert Dollar II, Keith R. Ferguson was unani¬ 
mously elected a Director of this corporation to fill 
the vacancy on the Board of Directors and immedi¬ 
ately qualified and entered upon the discharge of his 
duties as such Director. 

The Secretary thereupon read a copy of a resolu¬ 
tion of Dollar Steamship Lines Inc. Ltd. which had 
been presented to him, reading as follows: 

“Whereas, the L T nited States Maritime Commis¬ 
sion has addressed a letter under date of April 28, 
1938 to this company, wherein and whereby it out¬ 
lined a program for the granting to this company 
by the Commission of a five-year operating differen¬ 
tial subsidy contract on the terms therein provided; 
and 
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Whereas, it appears from the said letter that 
among other things it is proposed that this Company 
obtain a loan of Two Million Dollars from the Re¬ 
construction Finance Corporation for the company’s 
working capital, and that the Maritime Commission 
advance $1,500,000 for the purpose of repairs to the 
company’s vessels, the entire amount of such loan 
and advance to be secured by a consolidated blanket 
first preferred mortgage on the operating fleet of 
the company, and that the existing indebtedness of 
the company to the United States Maritime Com¬ 
mission of approximately Seven Million Dollars, 
presently secured by individual first preferred ship 
mortgages on the operating vessels, be secured by a 
junior blanket preferred mortgage on all the vessels, 
subordinating the latter indebtedness to the first pre¬ 
ferred blanket mortgage; and 

“Whereas, it is a part of the program as outlined 
in said letter, that together with certain other parties 
in the letter mentioned, it is proposed that The 
Robert Dollar Co. furnish its guarantee for the pay¬ 
ment of the principal and interest of the existing 
indebtedness of approximately Seven Million Dol¬ 
lars, such guarantee to be secured by: 

“(a) All of its holdings in Heintz & Kaufman, 
Ltd., represented to be 2,913 shares. 

“ (b) All of its holdings in Globe Wireless Ltd., 
represented to be 5,840 shares of common stock. 

“(c) A pledge, mortgage, or assignment of all 
the right, title and interest which the Robert Dollar 
Co. holds, directly or indirectly, in and to the 
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Robert Dollar Building in San Francisco, subject 
to presently existing liens thereon. 

“(d) All of The Robert Dollar Co.’s holdings 
in the Class A and Class B stocks of Dollar Steam¬ 
ship Lines Inc., Ltd., represented to be 2,075 shares 
of Class A stock, and 227,789 shares of Class B 
stock. 

“ (e) All of The Robert Dollar Co.'s holdings in 
Dollar Steamship Line, a California corporation, 
represented to be 42,994 shares of common stock. 

“(f) The assignment of all right, title and in¬ 
terest of The Robert Dollar Co. in and to the pro¬ 
ceeds in liquidation of Pacific Steamship Lines 
Ltd. 

“and 

Whereas, it is further proposed that the instru¬ 
ments of pledge of the stock in Dollar Steamship 
Lines Inc., Ltd., inclusive of such shares as may be 
subject to prior pledge, shall provide for voting 
Tights irrespective of whether or not the obligation 
which thev secure is in default; and 

“Whereas, it is further proposed, as to the stock 
in Heintz & Kaufman, Ltd., Globe Wireless Ltd., 
and Dollar Steamship Line, of California, that the 
voting rights with respect thereto are to be exercised 
by the pledgee only on default of any of the obliga¬ 
tions of the Dollar Steamship Lines Inc., Ltd.; and 
“Whereas, it is further proposed that no transfer 
of any substantial part of the assets of any company 
whose stocks are pledged shall be made unless the 
Maritime Commission shall have prior thereto in- 
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dicated in writing that it has no objection to such 
transfer; and 

“ Whereas, it is still further proposed with respect 
to all of said stock so pledged as security, that the 
same, except the stock of Dollar Steamship Lines 
Inc., Ltd., shall be released from such pledge upon 
payment of the full indebtedness to be secured by 
the first consolidated blanket preferred ship mort¬ 
gage, to-wit, the indebtedness of Two Million Dollars 
to the Reconstruction Finance Corporation, and the 
indebtedness to the Maritime Commission of $1,500,- 
000, represented by its advance for vessels’ repairs; 
and 

“Whereas, compliance with the foregoing pro¬ 
posal for such guarantee and security is not within 
the company’s control, but rests with the said The 
Robert Dollar Co.; 

“Now Therefore, Be It Resolved, that G. H. Wren 
and J. Hugh Jackson, Directors of this corporation, 
be and they hereby are appointed a committee of 
two to confer with the representatives of the said 
The Robert Dollar Co., with relation to the herein¬ 
before referred to proposed guarantee and security, 
and to request such representatives to place the pro¬ 
posal before their Board of Directors or stockhold¬ 
ers, as they deem appropriate, for action thereon.” 

The Secretary thereupon read the letter addressed 
to the Board of Directors of this corporation by 
Keith R. Ferguson as one of the executors of the 
Estate of J. Harold Dollar, deceased, reading as 
follows: 
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“May 18, 1938 

“The Board of Directors 
The Robert Dollar Company 
Robert Dollar Building 
San Francisco, California 

“Gentlemen: 

“As an Executor of the Estate of J. Harold Dollar 
deceased, the letter of April 28, 1938, addressed by 
E. S. Land, Chairman of the United States Mari¬ 
time Commission to Dollar Steamship Lines Inc. 
Ltd., has been brought to my attention. 

“I note the demand of the Maritime Commission 
that The Robert Dollar Company is to guarantee 
payment of the principal and interest of the exist¬ 
ing indebtedness of the Dollar Steamship Lines Inc. 
Ltd. to the Commission in the sum of approximately 
Seven Million Dollars ($7,000,000) and to pledge as 
security therefor the following assets: 

“1. All of its holdings in Heintz & Kaufman, 
Ltd. represented to be 2,913 shares 
“2. All of its holdings in Globe Wireless Ltd., 
represented to be 5,840 shares of common stock 
“3. Pledge, mortgage or assignment of all 
right, title and interest which The Robert Dollar 
Company holds directly or indirectly in and to the 
Robert Dollar Building, in San Francisco, in 
which Applicant’s principal offices are situate, sub¬ 
ject only to presently existing liens. 

“4. All of The Robert Dollar Company’s hold¬ 
ings in Class ‘A’ and Class ‘B’ stocks of the Dollar 
Steamship Lines Inc., Ltd., represented to be 
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2,075 shares Class ‘A’ stock and 227,789 shares of 
the Class ‘B’ stock. 

“5. All of the holdings of The Robert Dollar 
Company of stock in Dollar Steamship Line, a 
California corporation, represented to be 42,994 
shares of common stock. 

“6. Assignment of all right, title and interest 
of The Robert Dollar Company in and to the pro¬ 
ceeds of liquidation of Pacific Steamship Lines 
Ltd. 

“My understanding is that the pledge of the above 
listed assets would constitute a pledge of the prin¬ 
cipal part of the capital assets of that corporation, 
without an adequate consideration, and is opposed 
to the true interests of the corporation itself. It 
would place The Robert Dollar Company, in my 
opinion, in a position of insolvency and result in the 
dissipation of its capital assets. It would also destroy 
the financial credit of the corporation and prevent 
the carrying on of its business in the usual and cus¬ 
tomary manner. 

“This matter was therefore brought to the atten¬ 
tion of the Superior Court of the State of Cali¬ 
fornia, in and for the County of Marin, where the 
Estate of J. Harold Dollar, deceased is pending in 
probate, and a request made for instructions con¬ 
cerning the action which should be taken by the Ex¬ 
ecutors. I am herewith enclosing a certified copy of 
the Order of the Court this day entered, directing 
the Executors to oppose execution of this guaranty, 
and the pledging of the principal assets of The Rob¬ 
ert Dollar Company. 
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‘‘In accordance with the Order of the Superior 
Court, notice is therefore given to you that any at¬ 
tempt made by the Board of Directors to cause the 
execution of the guaranty demanded by the United 
States Maritime Commission, or the pledging of the 
assets above listed, will be actively opposed by the 
Executors of the Estate of J. Harold Dollar, and 
you, as the Board of Directors of The Robert Dollar 
Company, will be individually held responsible for 
anv loss which mav occur to the Estate of J. Harold 
Dollar in the event that such guaranty is executed 
and the assets of The Robert Dollar Company 
pledged to secure the same. 

“You are hereby requested to furnish to the un¬ 
dersigned, as one of the Executors of the Estate of 
J. Harold Dollar, deceased, a copy of all requests 
made upon The Robert Dollar Company by the 
United States Maritime Commission, the United 
States Reconstruction Finance Corporation, and by 
any individual, corporation or person concerning the 
execution of a guaranty of said indebtedness of the 
Dollar Steamship Lines Inc. Ltd. and/or requesting 
the pledge or transfer of the principal assets of The 
Robert Dollar Company to secure such indebtedness. 

“You are also requested to notify the undersigned 
as such Executor, of any and all meetings of your 
Board of Directors and/or of the Stockholders of 
The Robert Dollar Company, at which meeting or 
meetings the consideration of the execution of such 
guaranty and/or pledge mentioned herein is to be 
had, and give to the undersigned an opportunity, as 
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one of the Executors of the Estate of J. Harold 
Dollar, deceased, to oppose the same in accordance 
with the Order of the Superior Court of the State 
of California in and for the County of Marin, certi¬ 
fied copy of which is herewith enclosed. 

“Thanking you for your cooperation in this mat¬ 
ter, and trusting that it will not be necessary to take 
any action as directed by the Order of the Superior 
Court, which the Executors are bound to follow, I am 

Very truly yours, 

/s/ KEITH R. FERGUSON 
Keith R. Ferguson ” 

KRF :IA—Enc. 

and the enclosure, reading as follows: 

“In the Superior Court of the State of California, 
in and for the County of Marin 

No. 5160 

In the Matter of the Estate of JOHN HAROLD 
DOLLAR, also known as J. Harold Dollar, De¬ 
ceased. 

“ORDER DIRECTING THE EXECUTORS TO 
OPPOSE THE EXECUTION OF GUAR¬ 
ANTY BY A CORPORATION OF WHOSE 
STOCK APPROXIMATELY 40% IS HELD 
BY THE ESTATE 

“The Petition of Keith R. Ferguson, one of the 
Executors of the above entitled Estate for Order In¬ 
structing Executors with Respect to Voting Shares 
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of Stock in a Certain Corporation for or against 
Guaranteeing Indebtedness of another Corporation 
and Pledging its Assets as Collateral Therefor, com¬ 
ing on to be heard this 18th day of May, 1938, the 
Petitioner, Keith R. Ferguson, appearing in per¬ 
son, and there being no other appearance either in 
person or by Counsel, the Petitioner having filed 
herein a letter signed by the Seattle First National 
Bank, one of the Creditors who has requested Special 
Notice of Proceedings herein, consenting to the hear¬ 
ing of this Petition at this time, and it further ap¬ 
pearing that the Anglo California National Bank, 
one of the largest creditors of the said Estate has 
acknowledged service of a copy of said Petition and 
consented to the hearing thereof at this time, and con¬ 
sent to the hearing of said Petition having further 
been given by Robert Dollar II as Executor of the 
said Estate, and the Court finding that said Notice 
is sufficient and evidence having been introduced in 
support of said Petition and the Court being fully 
advised in the premises, after due consideration 
thereof, makes the following findings: 

“1. That all of the allegations in said Petition set 
forth, are true. 

“2. That approximately forty per cent (40%) of 
the issued and outstanding stock of The Robert 
Dollar Company, a California corporation, is owned 
by the above named Estate, and that among the as¬ 
sets of said Estate is a substantial block of the capi¬ 
tal stock of Dollar Steamship Lines Inc. Ltd. 

“3. That the United States Maritime Commission 
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has proposed a re-financing of the Dollar Steamship 
Lines Inc. Ltd., and the granting of a subsidy to said 
Dollar Steamship Lines, “Inc. Ltd. involving a large 
loan to said Company both by the United States 
Reconstruction Finance Corporation and the United 
States Maritime Commission over and above its pres- 
sent indebtedness in the sum of approximately Seven 
Million Dollars ($7,000,000). That to secure the pres¬ 
ent indebtedness of said Dollar Steamship Lines Inc. 
Ltd. which is proposed to take a junior position with 
respect to the present securities pledged for the pay¬ 
ment thereof, the United States Maritime Commis¬ 
sion have requested that The Robert Dollar Company 
guarantee to the United States Maritime Commis¬ 
sion, the payment of the said present indebtedness of 
approximately Seven Million Dollars ($7,000,000.) 
and pledge as security for the performance of its 
guaranty, its principal assets consisting of the capi¬ 
tal stock of and claims against, other corporations, 
together with all of its right and interest in the Rob¬ 
ert Dollar Building, situate in the City and County 
of San Francisco, State of California. 

“4. That the amount of said guaranty is greatly in 
excess of the value of all of the assets of The 
Robert Dollar Company, and that the pledging of its 
principal assets would place The Robert Dollar Com¬ 
pany in an insolvent condition, destroying its finan¬ 
cial credit as well as destroying its ability to extend 
and carry on its business in its usual and customary 
manner. 
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has proposed a re-financing of the Dollar Steamship 
Lines Inc. Ltd., and the granting of a subsidy to said 
Dollar Steamship Lines, “Inc. Ltd. involving a large 
loan to said Company both by the United States 
Reconstruction Finance Corporation and the United 
States Maritime Commission over and above its pres- 
sent indebtedness in the sum of approximately Seven 
Million Dollars ($7,000,000). That to secure the pres¬ 
ent indebtedness of said Dollar Steamship Lines Inc. 
Ltd. which is proposed to take a junior position with 
respect to the present securities pledged for the pay¬ 
ment thereof, the United States Maritime Commis¬ 
sion have requested that The Robert Dollar Company 
guarantee to the United States Maritime Commis¬ 
sion, the payment of the said present indebtedness of 
approximately Seven Million Dollars ($7,000,000.) 
and pledge as security for the performance of its 
guaranty, its principal assets consisting of the capi¬ 
tal stock of and claims against, other corporations, 
together with all of its right and interest in the Rob¬ 
ert Dollar Building, situate in the City and County 
of San Francisco, State of California. 

“4. That the amount of said guaranty is greatly in 
excess of the value of all of the assets of The 
Robert Dollar Company, and that the pledging of its 
principal assets would place The Robert Dollar Com¬ 
pany in an insolvent condition, destroying its finan¬ 
cial credit as well as destroying its ability to extend 
and carry on its business in its usual and customarv 
manner. 
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of the said J. Harold Dollar, the above named de¬ 
ceased. 

“Done in open Court, this 18th day of May, 1938. 

/s/ EDWARD I. BUTLER 
Superior Judge 

“The within instrument is a correct copy of the 
original on file in this office. 

Attest: May 18, 1938 

GEO. S. JONES 

County Clerk and ex-Officio Clerk of the Superior 
Court of the State of California in and for the 
County of Marin 

By /%/ M. WERNECKE 
Deputy Clerk 

(Seal)” 

President R. Stanley Dollar thereupon announced 
that he relinquished the chair in favor of the Secre¬ 
tary, D. T. Buckley for the purpose of allowing him 
to make a motion with respect to the foregoing mat¬ 
ters. Thereupon, the Secretary, D. T. Buckley, took 
the chair and thereafter acted as the Chairman of 
the meeting. 

Director R. Stanley Dollar thereupon moved the 
adoption of the following resolution: 

“Whereas, The Robert Dollar Co. is the owner of 
a large block of the capital stock of Dollar Steam¬ 
ship Lines Inc. Ltd., and 
“Whereas, the Dollar Steamship Lines Inc. Ltd. 
is unable to operate its shipping business without the 
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“5. That the capital stock of The Robert Dollar 
Company, a California corporation, owned by the 
Estate, constitutes the principal asset of the Estate. 

“6. That there are large claims on file in said Es¬ 
tate which have not been paid, and that the value of 
all of the assets of the Estate have not, as yet, been 
appraised. 

“7. That the execution of the proposed guaranty 
by The Robert Dollar Company, and the pledge of 
its principal assets as security therefor, would place 
that Company in a position of insolvency and result 
in the dissipation of the capital stock of said Com¬ 
pany, which is one of the principal assets of the 
Estate, and would therefore be detrimental to the 
best interests of the Estate, its creditors, and the 
heirs and devisees of the above named deceased. 

“It Is Therefore Ordered, that the said Robert 
Dollar II and Keith R. Ferguson, as Executors of 
the last will and testament of John Harold Dollar, 
also know as J. Harold Dollar, the above named de¬ 
ceased, be, and they are hereby directed to oppose 
in every lawful way, the execution of said guaranty 
by the said The Robert Dollar Company and the 
pledge or hypothecation of its principal assets as 
security therefor. The said Robert Dollar II and the 
said Keith R. Ferguson as Executors of the above 
entitled Estate are further directed to take such 
action in connection with the premises as may, in 
their opinion, be proper to protect the interests of 
the Estate, its creditors and the heirs and devisees 


f 
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of the said J. Harold Dollar, the above named de¬ 
ceased. 

“Done in open Court, this 18th day of May, 1938. 

/s/ EDWARD I. BUTLER 
Superior Judge 

“The within instrument is a correct copy of the 
original on file in this office. 

Attest: May 18, 1938 

GEO. S. JONES 

County Clerk and ex-Officio Clerk of the Superior 
Court of the State of California in and for the 
County of Marin 

By /s/ M. WERNECKE 
Deputy Clerk 

(Seal)” 

President R. Stanley Dollar thereupon announced 
that he relinquished the chair in favor of the Secre¬ 
tary, D. T. Buckley for the purpose of allowing him 
to make a motion with respect to the foregoing mat¬ 
ters. Thereupon, the Secretary, D. T. Buckley, took 
the chair and thereafter acted as the Chairman of 
the meeting. 

Director R. Stanley Dollar thereupon moved the 
adoption of the following resolution: 

“Whereas, The Robert Dollar Co. is the owner of 
a large block of the capital stock of Dollar Steam¬ 
ship Lines Inc. Ltd., and 
“Whereas, the Dollar Steamship Lines Inc. Ltd. 
is unable to operate its shipping business without the 
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aid of a subsidy from the United States Maritime 
Commission, and is in need of a loan from the United 
States Reconstruction Finance Corporation of the 
sum of Two Million Dollars ($2,000,000) and of a 
loan from the United States Maritime Commission 
of the sum of One Million Five Hundred Thousand 
Dollars ($1,500,000), and 

Whereas, in the event that such subsidy be not 
granted, the capital stock of the Dollar Steamship 
Lines Inc. Ltd. owned by The Robert Dollar Com¬ 
pany will be greatly impaired, and 

‘‘Whereas, in order to obtain such subsidy and 
said loans, it is necessary for Dollar Steamship 
Lines Inc. Ltd. to obtain the guarantee of the pay¬ 
ment of its present indebtedness of Seven Million 
Dollars ($7,000,000.) by The Robert Dollar Com¬ 
pany, which guaranty is required to be secured by 
the principal assets of The Robert Dollar Company. 

‘‘Now Therefore, Be It Resolved, that R. Stanley 
Dollar, as President of this Corporation be, and he 
is hereby authorized and empowered, on behalf and 
in the name of The Robert Dollar Company to ex¬ 
ecute a guarantee in such form as may be proper 
and as required by the United States Maritime Com¬ 
mission guaranteeing the payment to the United 
States Maritime Commission of the present indebt¬ 
edness of the Dollar Steamship Lines Inc. Ltd. and 
said R. Stanley Dollar is further authorized and di¬ 
rected, as the President of this corporation, on its 
behalf and in its name, to pledge to the United States 
Maritime Commission, to secure the performance of 
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said guarantee, the following assets of this corpora¬ 
tion: 

“(a) All of its holdings in Heintz & Kaufman, 
Ltd., represented to be 2,913 shares. 

“(b) All of its holdings in Globe Wireless Ltd., 
represented to be 5,840 shares of common stock. 

“(c) A pledge, mortgage or assignment of all 
the right, title and interest which The Robert 
Dollar Co. holds, directly or indirectly, in and to 
the Robert Dollar Building in San Francisco, 
subject to presently existing liens thereon. 

“ (d) All of the Robert Dollar Co’s, holdings in 
the Class A and Class B stocks of Dollar Steam¬ 
ship Lines Inc. Ltd., represented to be 2,075 shares 
of class A stock, and 227,789 shares of Class B 
stock. 

“(e) All of The Robert Dollar Co’s holdings of 
stock in Dollar Steamship Line, a California cor¬ 
poration, represented to be 42,994 shares of com¬ 
mon stock. 

“(f) The assignment of all right, title and in¬ 
terest of The Robert Dollar Co. in and to the pro¬ 
ceeds in liquidation of Pacific Steamship Lines 
Ltd. 

and 

“Be It Further Resolved that said R. Stanley 
Dollar, as President of this corporation, on its be¬ 
half and in its name, be and he is hereby authorized 
to execute all necessary and proper papers which 
may be required to carry out the requirements of 
the United States Maritime Commission with re¬ 
spect to the furnishing of said guarantee and the 
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pledging of said assets as security for the perform¬ 
ance thereof, and 

“Be It Further Resolved that D. T. Buckley, as 
the Secretary of this corporation, or any Acting 
Secretary of this corporation be, and he is hereby 
authorized as such Secretary or Acting Secretary, 
on behalf of and in the name of this corporation, to 
attest and place the seal of the corporation on all 
said papers and documents executed by the said R. 
Stanley Dollar, as President of this corporation, and 
the said D. T. Buckley, as Secretary, or any Acting 
Secretary of this corporation is hereby authorized 
and directed to certify a true and correct copy of 
this resolution, under the seal of this corporation, 
and attach the same to any and all documents ex¬ 
ecuted pursuant to this resolution, as may be re¬ 
quired, and 

“Be It Further Resolved that the officers of this 
corporation be, and they hereby are authorized and 
directed to submit the proposition of the execution 
of said guaranty and the pledging of said assets to 
the stockholders of this corporation, to obtain their 
consent either by an instrument in writing filed with 
the Secretary of this corporation, or by a vote, at the 
meeting, of the stockholders called for such purpose, 
to be held at the office of this corporation on Monday, 
the 23rd day of May, 1938, at the hour of two thirty 
o'clock p.m.” 

The Chairman thereupon inquired of the Directors 
present whether there was a second to said motion, 
and no second being offered, the Chairman there- 
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upon declared that the motion failed for lack of a 
second. 

Director H. M. Lorber moved the adoption of the 
following resolution which was seconded by Director 
Keith R. Ferguson, and unanimously adopted: 

Whereas, the United States Maritime Commission 
in its letter of April 28,1938, requested that the ship¬ 
ping assets of The Robert Dollar Co. now being used 
by Dollar Steamship Lines Inc. Ltd. be transferred 
to that company permanently within such reason¬ 
able time after the effective date of the proposed 
subsidy agreement, (but not less than six (6) months 
from the date thereof) as the Commission may re¬ 
quire, for such consideration as may, in the opinion 
of the Commission be fair and reasonable. 

It Is Hereby Resolved that all the furniture and 
fixtures of this Company situate in all premises now 
under lease to Dollar Steamship Lines Inc. Ltd., to¬ 
gether with all automobiles belonging to this Com¬ 
pany, be transferred to Dollar Steamship Lines Inc. 
Ltd., in the event of the granting by the United 
States Maritime Commission of a five-year subsidy 
to the Dollar Steamship Lines Inc. Ltd. within such 
reasonable time after the effective date of the said 
subsidy agreement (but not less than six (6) months 
from the effective date thereof,) as the United 
States Maritime Commission may require for such 
consideration as may be fair and reasonable in the 
opinion of G. H. Wren and J. Hugh Jackson, Direc¬ 
tors of Dollar Steamship Lines Inc. Ltd. and H. M. 
Lorber and Robert Dollar II, Directors of this Com¬ 
pany, or a majority of the same, who are to act as 
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appraisers of said property, and in the event of a 
disagreement as to the amount of such considera¬ 
tion, then a fifth appraiser shall be appointed by the 
majority vote of the four appraisers, whose appoint¬ 
ment shall be approved by the United States Mari¬ 
time Commission, and the majority vote of said five 
appraisers shall establish the consideration for which 
said shipping assets shall be sold, and 

Be It Further Resolved that the President and 
Secretary of this corporation shall thereupon be and 
they are hereby authorized in the name of and on 
behalf of this corporation, to sell and transfer the 
said furniture, fixtures and automobiles of this com¬ 
pany for the consideration thus agreed upon, to the 
Dollar Steamship Lines Inc. Ltd. and to execute all 
necessary documents to accomplish such sale. 

A financial statement of The Robert Dollar Co. 
was presented, together with balance sheets show¬ 
ing the financial condition of the company, and from 
such statement and balance sheets, the majority of 
the Board of Directors determined, after a thor¬ 
ough consideration thereof, that by reason of the 
company's large indebtedness, together with its 
guaranty of payment of a certain bond issue of a 
wholly-owned subsidiary in an amount now outstand¬ 
ing, of $1,170,000, that the execution of the guaranty 
and the pledge of its principal assets, as requested 
by Dollar Steamship Lines Inc. Ltd., is impossible. 

There being no further business, the meeting ad¬ 
journed. 

D. T. BUCKLEY 

Secretarv 

* 
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I, the undersigned, Secretary of The Robert Dollar 
Co., do hereby certify that the above and foregoing 
is a true and accurate transcript from the minutes 
of a Special Meeting of the Board of Directors of 
said Company, held in the office of the Company on 
the 20th day of May, 1938, and recorded in the 
Minute Book of said Company. 

In Witness Whereof I have hereunto affixed my 
official signature and the seal of the company, in the 
City of San Francisco, on this 24th day of May, 
1938. 

/s/ D. T. BUCKLEY 
Secretary 

(Sealed) 


[Enclosure 3 to Exhibit C to Defendants’ Answer] 

R. Stanley Dollar 
San Francisco 

May 19, 1938 

Mr. Grant H. Wren 
Mr. J. Hugh Jackson 

Gentlemen: 

Inasmuch as at a meeting of the Board of Direc¬ 
tors of Dollar Steamship Lines Inc., Ltd., held on 
May 16, 1938, you were appointed a committee to 
wait upon certain companies and myself with re¬ 
spect to guarantees of certain indebtedness of the 
Dollar Steamship Lines Inc., Ltd., as referred to 
in a letter of the United States Maritime Commis¬ 
sion dated April 28, 1938, addressed to that com¬ 
pany relative to the granting of a five-year operat- 
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ing-differential subsidy, I am addressing you with 
respect to that portion of the suggested guarantee 
insofar as it refers to a guarantee by me. 

It appears from the letter of the Maritime Com¬ 
mission of April 28, 1938, that among other things 
it is the purpose of the plan as therein outlined, that 
the Dollar Steamship Lines Inc., Ltd., shall obtain 
a loan of $2,000,000.00 from the Reconstruction 
Finance Corporation for the company’s working 
capital, and that the Maritime Commission shall ad¬ 
vance $1,500,000 for repairs to the company’s vessels, 
the entire amount of such loan and advances to be 
secured by a consolidated blanket first preferred 
mortgage on the operating fleet of the company, and 
that the existing indebtedness of the company to the 
United States Maritime Commission of approxi¬ 
mately $7,000,000.00, presently secured by individual 
first preferred ship mortgages on the operating 
vessels, be secured by a junior blanket preferred 
mortgage on all the vessels, thus subordinating the 
latter indebtedness to the first preferred blanket 
mortgage. 

I understand that, along with certain corporations 
in the letter mentioned, it is requested that I give 
my guarantee for the payment of the principal and 
interest of the existing indebtedness to the Com¬ 
mission referred to, to-wit, the subordinated indebt¬ 
edness of approximately $7,000,000.00, secured by 
certain stock in the letter referred to. 

Responsive thereto I am pleased to advise you that, 
subject to the approval of the Anglo California Na¬ 
tional Bank of San Francisco and the Seattle Na- 
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tional Bank, I am prepared to give my guarantee 
for such existing indebtedness of approximately 
$7,000,000.00, provided a five-year operating-differ¬ 
ential subsidy is granted, executed and delivered to 
the Dollar Steamship Lines Inc., Ltd., on terms sub¬ 
stantially as provided in the form of contract de¬ 
livered to me by the United States Maritime Com¬ 
mission on April 22,1938, and I am further prepared 
to secure such guarantee by the following pledge: 

(a) All of my holdings in the stock of The Rober 
Dollar Co., consisting of 12,867 shares of common 
stock of that company. 

(b) All of my holdings of stock in Dollar 
Steamship Lines Inc., Ltd., consisting of 35,380 
shares of Class A stock subject to prior pledge. 

(c) All of my stock holdings in Dollar Steam¬ 
ship Line, a California corporation, consisting of 
5,698 shares of common stock. 

The conditions of such guarantee and pledge are: 
1. That my liability under such guarantee shall 
not attach until the Maritime Commission or its suc¬ 
cessors or assigns shall, in the event of default of 
the Dollar Steamship Lines Inc., Ltd., with respect 
to its obligations, the subject of my said guarantee, 
have exhausted all other guarantees and all other 
security which it has at the effective date of my 
guarantee or which it may thereafter obtain, before 
resort to my guarantee or the security therefor; 
further, that my liability under such guarantee shall 
be limited to the pledged securities, there being no 
personal recourse against me for any deficiency in 
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the event of the default of the Dollar Steamship 
Lines Inc., Ltd. 

2. That I shall receive an irrevocable contract 
from the Dollar Steamship Lines Inc., Ltd., duly 
approved by the United States Maritime Commis¬ 
sion, whereby I am engaged to and shall continue 
to act as President of that company for a period 
of not less than five years, at a salary of not less 
than $25,000.00 per annum, commencing with the 
date of my guarantee becoming effective, payable in 
equal installments, semi-monthly, on the basis of 
$2,083.33 a month; that the company shall during 
all the time I shall so hold office advance or reim¬ 
burse me any necessary expenses in carrying out the 
business of the Company; further, in the event of 
failure to pay such salary and expenses as in such 
contract provided, then I shall be released from the 
guarantee referred to and all of the pledged securi¬ 
ties shall be immediately returned to me. It shall 
still further be a proviso of the subsidy agreement 
that I am so to be appointed President for the period 
referred to, and at the salary referred to. 

3. That no voting rights as to the stock so pledged 
to secure my guarantee shall be exercised by the 
Maritime Commission unless the Dollar Steamship 
Lines Inc., Ltd., shall be in default in the payment 
of the subordinated indebtedness to the Maritime 
Commission and such default shall continue for a 
period of at least twelve months. Before there shall 
be any liability under the terms of the guarantee 
the Maritime Commission shall in the event of de¬ 
fault by Dollar Steamship Lines Inc., Ltd., first set 
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off any sums due or which may become due the 
Dollar Steamship Lines Inc. Ltd., under the terms 
of the subsidy agreement or from the United States 
or the Maritime Commission, and apply the same 
toward the satisfaction of the indebtedness, in order 
that the said default may be cured, and in the event 
the default is cured, then the right to vote any shares 
of stock represented by the security which may have 
accrued to the Maritime Commission shall terminate. 

4. That should the Dollar Steamship Lines Inc., 
Ltd., default in the payment of the indebtedness so 
guaranteed by me, and should such default remain 
after the exercise of the right of set off, as herein¬ 
before provided, then and in that event there shall 
be no foreclosure of the pledged stock and there 
shall be transferred to the United States Maritime 
Commission only sufficient of the collateral so 
pledged as will satisfy the amount of such default, 
and the collateral so transferred to the Commission 
shall be accepted by said Commission at the follow¬ 
ing values, to-wit: 


Stock in Dollar Steamship Lines, Inc., Ltd.—35,380 

shares at $14.27 .$ 504,872.60 

Stock in Dollar Steamship Line, a California corpora¬ 
tion—5,698 shares at $36.28 ... 218,119.44 

Stock in The Robert Dollar Co.—12,867 shares at 

$157.46 . 2,026,037.82 


$2,749,029.86 

5. That when the loan of $2,000,000.00 made by 
the Reconstruction Finance Corporation and the ad¬ 
vance by the United States Maritime Commission 
for repairs of $1,500,000 shall have been fully paid 
and satisfied, my guarantee shall immediately term- 
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inate, and thereupon all security for such guarantee 
shall be promptly released and returned to me. 

6. That any default of the Dollar Steamship 
Lines, Inc., Ltd., with respect ot the payment of the 
indebtedness to the United States Maritime Com¬ 
mission, the subject of my guarantee, shall be ex¬ 
cused and the company relieved therefrom if such 
default is the result of or caused by acts of God, 
force majeure, accident, strikes, or other labor dis¬ 
turbances, war, insurrections, weather conditions, 
loss of or damage to its vessels, or, without limiting 
the foregoing, any other cause not within the control 
of the Dollar Steamship Lines, Inc., Ltd., whether 
of the class or causes hereinbefore enumerated or 
not. 

7. That the United States Maritime Commission 
shall undertake with Dollar Steamship Lines Inc., 
Ltd., to adjust its five-year subsidy agreement in 
order that the company may be assured parity at all 
times during the terms of the agreement or any ex¬ 
tensions thereof. 

I have not overlooked the provision of the letter 
of the Maritime Commission that I secure my guar¬ 
antee, not only with my stock in The Robert Dollar 
Co., but with sufficient additional shares so that in 
the aggregate there shall be pledged a majority of 
the outstanding voting stock of that company. In 
this connection I have applied to other stockholders 
in an attempt to comply with that provision, and 
they have flatly refused me the use of their stock 
for the purposes suggested. 

Were I financially able to furnish an unlimited 
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guarantee to the extent of $7,000,000.00,1 would feel 
it my duty to do so, but it would serve no purpose 
to furnish a guarantee of such a character, know¬ 
ing as I do that I am not financially able to meet the 
same if called upon under its terms. 

Very truly yours, 

/s/ R. STANLEY DOLLAR 


[Enclosure 4 to Exhibit C to Defendants’ Answer] 
The Anglo California National Bank 
of San Francisco 

May 24th 1938 

P. E. Hoover, Vice-President 

Dollar Steamship Lines Incorporated, Ltd., 

No. 311 California Street 
San Francisco, California 

Gentlemen: 

In accordance with your request we have given 
consideration to certain requirements imposed by 
the U. S. Maritime Commission, having to do with 
the $250,000.00 loan granted your Company by this 
Bank on January 18th, 1938 and which will mature 
on July 18th, 1938. It is our understanding that this 
specific requirement was to the effect that the said 
$250,000.00 loan, which is secured by preferred 
mortgages on the S/S “President Fillmore” and 
S/S 44 President Johnson” will be extended one year 
from its maturity date without amortization re¬ 
quirements, and thereafter the Bank may resort to 
its collateral, but shall not make any deficiency claim 
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against the Dollar Steamship Lines Incorporated, 
Ltd., until the new money (which we understand to 
be $3,500,000. and to be secured by a consolidated 
blanket first preferred ship mortgage) has been paid 
in full. 

In response to your inquiry in connection there¬ 
with, we wish to inform you that in the event the 
L". S. Maritime Commission grants your Company a 
five year operating differential subsidy, executed and 
delivered to you on terms substantially as provided 
in the form of contract delivered to Mr. Dollar by 
the U. S. Maritime Commission on April 22nd, 1938, 
this Bank will agree to extend the $250,000.00 loan, 
which will mature on July 18th, 1938 and secured as 
aforementioned, for a period of one year from such 
maturity date. In granting this extension, we agree 
to rely on said security and forego any rights of 
deficiency against your Company until the $3,500,- 
000. of new money to be provided by the Reconstruc¬ 
tion Finance Corporation and the U. S. Maritime 
Commission has been repaid in full, it being under¬ 
stood, however, that we may resort to our rights of 
foreclosure and liquidation of the security in the 
event the $250,000.00 loan is not repaid to us when 
due. An\ default in the payment of interest on said 
obligation, when due, will constitute the cancellation 
of this agreement. 

We also understand that another requirement im¬ 
posed upon your Company in connection with its 
application for a long-range subsidy has to do with 
the conversion of your Company’s indebtedness to 
the Dollar Wharf and Warehouse Company into 
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capital stock of your Company. This Bank, as a credi¬ 
tor and as pledgee, is interested in the Dollar Wharf 
and Warehouse Company as is also the U. S. Mari¬ 
time Commission. The Dollar Wharf and Warehouse 
Company is a creditor of your company to the ex¬ 
tent of $50,000.00, represented by a participation in 
a third preferred mortgage on the S/S “President 
Johnson” and S/S “President Fillmore” with the 
Dollar Steamship Lines of California, whose par¬ 
ticipation on the same basis amounts to $200,000.00. 

In connection with the foregoing, this Bank agrees 
to give its consent to the conversion of this $50,000.00 
indebtedness into 5 % preferred stock of the Dollar 
Steamship Lines Incorporated, Ltd., provided the 
U. S. Maritime Commission, as Pledgee of the stock, 
will likewise consent to this arrangement, and pro¬ 
vided further, that the Dollar Steamship Lines of 
California converts its $200,000.00 of indebtedness 
into preferred stock of your Company. 

Yours very truly, 

P. E. HOOVER 
Vice President 


[Enclosure 5 to Exhibit C to Defendants 7 Answer] 

May 23,1938 

Messrs. J. Hugh Jackson and G. H. Wren 
Gentlemen: 

I understand that you have been appointed a com¬ 
mittee to advise the Dollar Wharf & Warehouse 
Company of certain requirements of the United 
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States Maritime Commission with respect to the 
granting to Dollar Steamship Lines Inc., Ltd., of a 
five-year operating differential subsidy. 

The matter comes before me, as President of the 
Dollar Wharf & Warehouse Company, and I under¬ 
stand that the Maritime Commission has requested 
that the Dollar Wharf & Warehouse Company con¬ 
vert the indebtedness of Dollar Steamship Lines 
Inc., Ltd., to it in the amount of $50,000.00, together 
with all accrued and future interest thereon, into 
capital stock of the Dollar Steamship Lines, Ltd., 
upon a basis satisfactory to the Commission, this to 
be done not later than ninety days from the effec¬ 
tive date of a five-year operating differential subsidy 
to be granted to the Dollar Steamship Lines Inc., 
Ltd.; also provided that the United States Mari¬ 
time Commission, as the pledgee of the stock of the 
Dollar Wharf & Warehouse Company, as well as 
The Anglo California National Bank, as the other 
pledgee, will consent thereto. 

I have to advise you that the Board of Directors 
of this corporation are resident of Shanghai, and it 
is therefore not possible at this time to call a meet¬ 
ing to act on the matter, the subject of this com¬ 
munication. However, this will serve to inform you 
that I will cause a meeting of the Board to be called 
promptly for the purposes above indicated, recom¬ 
mending to the Board that the indebtedness of 
Dollar Steamship Lines Inc., Ltd., in the amount of 
$50,000.00, secured by a preferred mortgage on the 
Steamships President Johnson and President Fill- 
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more, be converted into preferred stock of Dollar 
Steamship Lines Inc., Ltd. This is, of course, to be 
a'ccomplished only in the event the United States 
Maritime Commission shall grant, execute and de¬ 
liver to Dollar Steamship Lines Inc., Ltd., a five- 
year operating differential subsidy agreement on 
terms and conditions satisfactory to that company. 

Very truly yours, 

DOLLAR WHARF & WAREHOUSE 
COMPANY, 

By O. Z. STEEN 
President 


EX HI BIT D [to Defendants’ Answer] 

Air Mail June 4,1938 

Mr. R. Stanley Dollar 

Dollar Steamship Lines Inc., Ltd. 

Robert Dollar Building 
San Francisco, California. 

Dear Mr. Dollar: 

Enclosed herewith are the following documents: 

1. Certified copy of resolution adopted by the 
Maritime Commission on June 4,1938. 

2. Copy of resolution adopted by the Reconstruc¬ 
tion Finance Corporation. 

3. Form of Operating-Differential Subsidy Agree¬ 
ment approved by the Commission. 

4. Copy of amortization schedule, which is the 
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same as that set forth in Exhibit “B” of the Com¬ 
mission's letter dated April 28, 1948. 

Very truly yours, 

W. C. PEET, JR. 

W. C. Peet, Jr. 

Secretary 

Enclosures—W CP/mib 

[Enclosure 1 to Exhibit D to Defendants’ Answer] 

“Whereas, notwithstanding the financial aid cur¬ 
rently being extended by the Commission to Dollar 
Steamship Lines, Inc., Ltd. (hereinafter called the 
‘Operator’), pursuant to the terms of the presently 
effective operating-differential subsidy agreement 
dated January 25, 1938, as amended, the Operator 
has represented to the Commission that it needs ad¬ 
ditional working capital for operations and for ship 
repairs, and 

“Whereas, the Operator has represented that it is 
unable to obtain or raise from private sources any 
of the needed working capital, but is able to obtain 
a loan up to $2,000,000 from the Reconstruction Fi¬ 
nance Corporation, subject to certain terms and con¬ 
ditions imposed by that agency, among which are the 
conditions (a) that the Operator give to the Recon¬ 
struction Finance Corporation as security for such 
loan a first preferred mortgage upon the Operator’s 
entire operating fleet; (b) that the Commission ad¬ 
vance to the Operator up to $1,500,000 with which 
to effect repairs on the Operator’s vessels, and (c) 
that the Commi s sion grant to the Operator a five 
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year operating-differential subsidy contract, and 
“Whereas, the Commission now holds first preferred 
mortgages on the entire operating fleet of the Opera¬ 
tor to secure the Operator’s present indebtedness to 
the Commission (excluding its indebtedness thereto 
arising out of loans relating to the S.S. President 
Fillmore and S.S. President Johnson) in the aggre¬ 
gate principal amount of approximately $7,474,193.94 
and which indebtedness the Commission must con¬ 


sent to subordinate to make possible the Operator’s 


contemplated loan from the Reconstruction Finance 
Corporation, and 

“Whereas, after full consideration, this Commis¬ 
sion by letter addressed to the Operator under date 
of April 28, 1938, conditionally agreed— 

“A. To grant the Operator a five-year operating 
differential subsidy contract which, among other 


things, will provide initially for subsidy upon the 
following items and in the following percentages: 


Items 

Wages of officers and crew- 

Subsistence of officers and crew. 

Subsistence of passengers. 

Maintenance (meaning expend¬ 
able equipment, stores and sup¬ 
plies, but not fuel) . 

Repairs—shore gang labor. 

Contract repairs not compensated 
by insurance (including self- 

insured repairs) -- 

Hull insurance--- 

P. & I. Insurance.--- 


Percentage of Differential 


Coolidge 

Line A 
535’s 

Line B 

64.7% 

63.4% 

60.9% 

54.63% 

57.6% 

52.7% 

9.03% 

8.85% 

9.74% 

23.73% 

23.56% 

21.72% 

70.27% 

71.82% 

70.60% 

67.26% 

67.08% 

6337% 

45% 

35% 

35% 

33 y 3 % 

33#% 

33 y 3 % 


which on the basis of an operating fleet of twelve 
vessels and the foregoing initial percentages the 
Commission estimates will give the Operator an- 
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nually a subsidy of approximately $3,000,000 for the 
five-year term; 

“B. To advance approximately $1,500,000 for re¬ 
pairs on the subsidized vessels; 

“C. To subordinate the preferred ship mortgages 
held by the Commission as security for the present 
indebtedness of the Operator to the Commission (ex¬ 
clusive of the indebtedness secured by mortgages on 
the President Fillmore and President Johnson) be¬ 
ing in the present unpaid principal amount of 
$7,474,192.94 and herein called the subordinated in¬ 
debtedness to (1) a loan by the Reconstruction Fi¬ 
nance Corporation of not more than $2,000,000 to be 
made for working capital purposes and to (2) the 
aforementioned advances for repairs; and 

“D. To rearrange the amortization requirements 
with respect to the aforementioned present indebted¬ 
ness of the Operator in the manner set forth in Ex¬ 
hibit ‘B’ to said letter dated April 28, 1938; 

‘‘Whereas, the Operator in its letter to the Com¬ 
mission dated May 24, 1938, has requested certain 
modifications of the terms and conditions set forth 
in said letter of April 28, 1938; 

“Whereas, the Commission has considered such 
requests for modification of said terms and condi¬ 
tions and after such consideration has determined 
that it would be in furtherance of the purposes and 
policy of the Merchant Marine Act, 1936 to modify 
said terms and conditions in the manner and to the 
extent hereinafter set forth; 

“Whereas, the Reconstruction Finance Corpora¬ 
tion lias by resolution of even date herewith author- 
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ized a loan to the Operator in the amount of $2,000,- 
000 for the purposes and upon the terms and condi¬ 
tions set forth in the said resolution of which a true 
copy is annexed hereto and made a part hereof; 

“Whereas, the Commission by resolution of even 
date herewith has approved an operating differential 
subsidy agreement in the form annexed hereto and 
made a part of this resolution. 

“Now, Therefore, Be It Resolved 

“First, that the Chairman of this Commission be 
and he hereby is authorized for and on behalf of the 
Commission 

“A. To execute and deliver an operating-differen¬ 
tial subsidy agreement in the form annexed to this 
resolution 

“B. To execute and deliver such instrument or 
instruments as may be necessary or advisable to sub¬ 
ordinate the present indebtedness of the Operator to 
the Commission in the aggregate principal amount 
of approximately $7,474,193.94 and secured by pre¬ 
ferred ship mortgages on the entire fleet of the 
Operator, except the President Fillmore and Presi¬ 
dent Johnson, to the indebtedness of the Operator to 
arise under the aforementioned loan from the Re¬ 
construction Finance Corporation and under the 
aforementioned advances made by the Commission 
for repairs, such instrument or instruments to be 
approved as to form by the General Counsel. 

“C. To execute such instrument or instruments 
as may be necessary or advisable to rearrange the 
amortization requirements with respect to the afore¬ 
mentioned indebtedness in the manner set forth in 
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the schedule annexed to and made a part of this 
resolution, such instrument or instruments to be in 
form approved by the General Counsel. 

‘‘D. To do such other acts or things and to execute 
such other instrument or instruments as he may 
deem necessary or advisable to carry out the provi¬ 
sions of this resolution: 

‘'Provided, However, that the instruments re¬ 
ferred to in subparagraphs A, B, and C of this Re¬ 
solved First shall be executed and delivered or by 
their terms be made effective concurrently with the 
disbursement of the aforementioned loan by the Re¬ 
construction Finance Corporation and upon compli¬ 
ance with the terms and conditions set forth in Re¬ 
solved Second hereof. 

"Second, that the terms and conditions upon which 
the Chairman is authorized to execute and deliver 
the instruments referred to in subparagraphs A, B, 
and C of Resolved First hereof shall be, (in lieu of 
the terms and conditions set forth in said letter of 
the Commission dated April 28,1938) as follows: 

"1. That the Commission shall have received writ¬ 
ten statement of the Secretary or an Assistant Secre¬ 
tary of the Reconstruction Finance Corporation that 
the Operator has complied with all the terms and con¬ 
ditions precedent to the loan authorized by the afore¬ 
said resolution of that Corporation adopted June 4, 
1938 as the same may from time to time be amended 
with the approval of the Commission and that the 
Reconstruction Finance Corporation is prepared to 
disburse said loan in full concurrently with the exe¬ 
cution and delivery by the Chairman of the instru- 
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ments set forth in subparagraphs A, B, and C of said 
Resolved First. 

‘‘2. That there shall have been executed and deliv¬ 
ered by the Operator as additional security for the 
aforementioned subordinated indebtedness a Blanket 
Preferred Ship Mortgage, subordinate in lien only 
to (1) the Consolidated Blanket First Preferred 
Ship Mortgage required by Condition 13 hereof and 
(2) the existing mortgages securing the subordinated 
indebtedness. 

“3. That there shall have been executed in form 
satisfactory to the General Counsel such agreements 
as may be necessary to make effective for the period 
of the five year subsidy agreement the existing ar¬ 
rangements between the Operator and The Robert 
Dollar Company and between the Operator, Ameri¬ 
can Mail Line, Ltd. and Philippine Inter-Island 
Steamship Company contained respectively in agree¬ 
ments between said parties executed January 24, 
1938 and printed at pages 158 et seq and pages 161 
et seq in the report of the Commission entitled ‘Fi¬ 
nancial Readjustments in Dollar Steamship Lines 
Inc., Ltd.’ published February 17, 1938: Provided, 
however, That such agreements may be modified to 
the extent necessary to permit the payment of execu¬ 
tive salaries as set forth in condition 14 hereof. 

“4. That there shall have been executed an agree¬ 
ment between The Robert Dollar Company and the 
Operator in form satisfactory to the General Counsel 
providing that in the event the parties thereto mu¬ 
tually agree to the conveyance to the Operator of the 
shipping assets of The Robert Dollar Company upon 
terms and conditions and for a consideration satis- 
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factory to the parties, the performance of any such 
agreement shall nevertheless be subject to the prior 
written consent of the Commission 

“5. That the Anglo California National Bank of 
San Francisco has extended by appropriate agree¬ 
ment of record in form satisfactory to the General 
Counsel the indebtedness of the Operator to it in the 
principal amount of $250,000, secured by preferred 
ship mortgage on the President Fillmore and Presi¬ 
dent Johnson for a period of one year from the pres¬ 
ent maturity date thereof without amortization re¬ 
quirements as to principal, together with an agree¬ 
ment that until the indebtedness to the Reconstruc¬ 
tion Finance Corporation and the Commission se¬ 
cured by the Consolidated Blanket First Preferred 
Ship Mortgage has been paid in full the said bank 
will not assert any claim on account of said indebted¬ 
ness against the Operator or any of its assets, except¬ 
ing only the said two vessels. 

‘‘6(a). That Dollar Steamship Line, a California 
Corporation, (hereinafter designated as ‘ Dollar of 
California') and Dollar Wharf and Warehouse Com¬ 
pany have severally executed with respect to the in¬ 
debtedness of the Operator to said two corporations 
in the amounts of $200,000 and $50,000, respectively, 
extension agreements and agreements to stand on the 
present collateral (namely, a blanket preferred mort¬ 
gage on the President Fillmore and President John¬ 
son securing jointly the said two obligations), in 
form satisfactory to the General Counsel; and that 
the Anglo California National Bank of San Fran¬ 
cisco as pledgee of the capital stock of Dollar Wharf 
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and Warehouse Company and as trustee under the 
trust agreement creating such pledge has consented 
to the aforesaid transaction on the part of said Dollar 
Wharf and Warehouse Company and that the Chair¬ 
man, pursuant to the authorization contained in sub- 
paragraph D of Resolved First hereof has similarly 
consented. 

“6. (b). In the event that the Anglo California 
National Bank of San Francisco shall not have given 
the consent required by condition 6 (a) hereof, said 
condition 6 (a) shall become inapplicable and in lieu 
thereof Dollar of California and Dollar Wharf and 
Warehouse Company shall convert the two obliga¬ 
tions referred to in said condition 6 (a) into capital 
stock of the Operator upon a basis approved by the 
Commission. 

“7. That the Operator shall have pledged or as¬ 
signed in a manner satisfactory to the General Coun¬ 
sel the following collateral for the subordinated in¬ 
debtedness. 

(A) $50,000 face value the United States Lib¬ 
erty Bonds presently pledged to the Matson Nav¬ 
igation Company subordinate only to the lien of 
such pledge. 

(B) A certain note receivable of J. W. Boring 
referred to in the balance sheet of the Operator as 
of October 31,1938, and valued therein at approxi¬ 
mately $94,000. 

(C) All right, title and interest of the Operator 
in and to the proceeds of liquidation of Pacific 
Steamship Lines Ltd. now or hereafter received 
by the Operator. 
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4 '8. That there shall have been executed and de¬ 
livered to the Commission a guarantee by Dollar of 
California of the subordinated indebtedness as to 
principal and interest limited, however, to the prin¬ 
cipal amount of $3,575,193.04 and interest on said 
sum (which said sum is intended to be equivalent to 
the unpaid balance of principal with respect to those 
notes included in the subordinated indebtedness on 
which Dollar of California is liable as a comaker), 
which said guarantee shall be in form satisfactory to 
the General Counsel; together with the following 
collateral as security both for the guarantee required 
by this condition 8 and for the aforesaid obligations 
of Dollar of California as comaker. 

(A) All of the capital stock of the Operator 
owned by Dollar of California, represented to be 
1,870,210 shares of Class B stock. 

(B) The entire capital stock of Dollar Steam¬ 
ship Lines Inc., Ltd., (Hong Kong) a British cor¬ 
poration ; 

Provided, however, that said guarantee may contain 
provisions by way of allowing credit for payment 
made under it or with respect to the obligations of 
Dollar of California as comaker so as to insure that 
the total liability of Dollar of California will not 
exceed $3,575,193.04 with interest thereon, and shall 
contain provisions that the aforementioned collateral 
shall not be released until the subordinated indebted¬ 
ness has been paid in full. 

“9. That there shall have been executed and de¬ 
livered to the Commission, a guarantee by The Rob¬ 
ert Dollar Company, in form satisfactory to the 
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General Counsel, of the due performance by Dollar 
of California of its obligations under the guarantee 
required pursuant to condition 8 hereof, such guar¬ 
antee to be limited however to $1,250,000 principal 
amount and interest thereon (such amount being 
approximately in the same ration to the total obliga¬ 
tion of Dollar of California under the aforemen¬ 
tioned guarantee as the stock holdings of the Robert 
Dollar Company in Dollar of California is to the 
total outstanding capital stock of said company). 
Said guarantee of The Robert Dollar Company is to 
be secured by the following collateral: 

(A) All of its holdings in Heintz & Kauffman, 
Ltd., represented to be 2,913 shares. 

(B) All of its holdings in Globe Wireless, Ltd., 
represented to be 5,840 shares. 

(C) All of its holdings of Class A and Class B 
stock of the Operator, represented to be 2,075 
shares of the Class A stock and 227,789 shares of 
the Class B stock. 

(D) All of its holdings in Dollar of California 
represented to be 42,994 shares of common stock. 

Said guarantee is to be in form satisfactory to the 
General Counsel and may contain provisions where¬ 
by the Commission agrees to exhaust all of its rights 
against Dollar of California arising out of the obli¬ 
gations under the guarantee required by condition 8 
hereof and under the obligation as comaker referred 
to in said condition and all collateral held as security 
for said guarantee and said obligation, before the 
Commission requires The Robert Dollar Company to 
make payments under its said guarantee and before 
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resorting to the collateral hereinbefore listed in this 
condition 9. 

“10. That there shall have been executed and de¬ 
livered to the Commission guarantee of the subordi¬ 
nated indebtedness as to principal and interest by R. 
Stanley Dollar in form satisfactory to the General 
Counsel. Said guarantee may contain provisions for 
the release thereof upon the indebtedness of the Op¬ 
erator secured bv the Consolidated Blanket First 

* 

Preferred Ship Mortgage required by condition 13 
hereof, being paid in full from sources other than 
the sale or other disposition of the vessels covered 
by said mortgage. The following collateral shall be 
pledged or assigned (1) as security for said guaran¬ 
tee guarantee until the same shall be released as 
hereinbefore provided and (2) as security for the ex¬ 
isting obligations of R. Stanley Dollar as comaker 
and/or guarantor of certain ship sales notes included 
in the subordinated indebtedness and being as of May 
31,1938 in the aggregate principal amount of $1,781,- 
250 until said ship sales notes shall have been paid in 
full. 

(A) All of his holdings in The Robert Dollar 
Company, represented to be 12,865 shares of com¬ 
mon stock. 

(B) All of his holdings in the Operator, repre¬ 
sented to be 35,380 shares of Class A stock, subject 
to prior pledge. (Anything in Condition 16 hereof 
to the contrary notwithstanding, transfer of voting 
rights with respect to such stock will not be re¬ 
quired unless the prior pledgee consents thereto.) 

(C) All of the stock holdings in Dollar of Cali- 
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fomia, represented to be 5,698 shares of common 
stock. 

“Said guarantee may contain provisions by way 
of allowing credit for payments made with respect 
to the existing obligations of R. Stanley Dollar as 
comaker or guarantor of the aforementioned ship 
sales notes, in reduction of the said guarantor’s obli¬ 
gations under the guarantee required by this condi¬ 
tion 10. 

“11. That there shall have been executed and de¬ 
livered to the Commission guarantee of H. M. Lorber, 
of the subordinated indebtedness, in form satisfac¬ 
tory to the General Counsel, secured by pledge or as¬ 
signment of the following collateral: 

(A) All of his holdings in the Operator repre¬ 
sented to be 9,174 shares of Class A stock. 

(B) All of his individual holdings in Dollar of 
California represented to be 372 shares of common 
stock. 

(C) All of his holdings in the Robert Dollar 
Company represented to be 5,516 shares of com¬ 
mon stock. 

“The liability of said H. M. Lorber under his guar¬ 
antee to be limited however to the collateral securing 
the same. 

“12. That the Operator shall have executed and 
delivered to the Commission its promissory note, in 
form satisfactory to the General Counsel, in the prin¬ 
cipal amount of $1,500,000 (being the amount ad¬ 
vanced or to be advanced the Operator for repairs on 
subsidized vessels); said note to be in negotiable form 
to bear interest at the rate of 5 per cent per annum 
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payable semi-annually and with provisions for amor¬ 
tization as set forth in the schedule annexed to this 
resolution. 

“13. That the operator shall have executed and 
delivered a Consolidated Blanket First Preferred 
Ship Mortgage securing ratably the note referred to 
in this condition 13 hereof and the note evidencing 
the aforementioned loan to be made by the Recon¬ 
struction Finance Corporation. Said mortgage to 
cover the entire operating fleet of the Operator and 
to be a first and prior lien thereon except as provided 
in the closing schedule annexed to the aforemen¬ 
tioned resolution of the Reconstruction Finance Cor¬ 
poration. ft shall be in form and substance satisfac¬ 
tory to the General Counsel of the Commission and 
to the Agency Counsel at San Francisco, California, 
of the Reconstruction Finance Corporation (as evi¬ 
denced by his written or telegraphic statement to the 
General Counsel of the Commission that he has ap¬ 
proved the said mortgage as to form on behalf of the 
Reconstruction Finance Corporation). 

“14. In the event that the Operator, by appro¬ 
priate action of its Board of Directors, determines to 
enter into salary agreements with R. Stanley Dollar 
as President and H. M. Lorber as a Vice President, 
such agreements shall be in the form of written con¬ 
tracts with the said persons, in form satisfactory to 
the General Counsel, and containing the following 
provisions among others 

“(a) The term of employment shall be one year 
from the date of execution of the five year operating- 
differential subsidy agreement; 
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“(b) Such contracts shall provide for the com¬ 
pensation in such amount as may be determined to 
be reasonable by Reconstruction Finance Corpora¬ 
tion as provided by the Reconstruction Finance Cor¬ 
poration Act as amended, but in no event to exceed 
Twenty-five Thousand ($25,000) Dollars per annum 
in the case of R. Stanley Dollar and Fifteen Thou¬ 
sand ($15,000) Dollars per annum in the case of H. 
M. Lorber; 

“(c) Such contracts shall be subject to termina¬ 
tion by the Operator without liability to the Opera¬ 
tor other than for accrued salary earned but unpaid 
thereunder, in the event that such termination is re¬ 
quired by Reconstruction Finance Corporation or by 
the Commission in the exercise of any rights granted 
to them under agreements with the Operator to re¬ 
quire changes in its management. In the event the 
Operator wishes to renew such contracts or either of 
them, it shall apply to the Reconstruction Finance 
Corporation and the Commission, not earlier than 60 
days nor later than 30 days prior to the expiration 
date of the respective contracts, for approval of such 
renewal, and shall not enter into any agreement re¬ 
newing the same unless such renewal is approved by 
both Reconstruction Finance Corporation and the 
Commission. 

“15. Wherever in this Resolution there is re¬ 
quired to be assigned or pledged to the Commis¬ 
sion shares of capital stock of any corporation other 
than the Operator, such assignment or pledge shall 
be accompanied by a transfer of the voting rights 
thereto under instruments satisfactory to the 
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General Counsel, provided, however, that such in¬ 
struments may contain provisions permitting the 
respective pledgors to exercise such voting rights 
unless and until the subordinated indebtedness shall 
have been accelerated by reason of any default of 
the Operator with respect thereto. 

“16. Wherever in this Resolution there is re¬ 
quired to be assigned or pledged to the Commis¬ 
sion shares of capital stock of the Operator, such 
assignment or pledge shall be accompanied by a 
transfer of the voting rights thereto under in¬ 
struments satisfactory to the General Counsel, pro¬ 
vided, however, that such instruments may contain 
provisions permitting the respective pledgors to 
exercise such voting rights unless and until the 
happening of any of the following events: 

“A. In the event default shall have occurred 
with respect to the subordinated indebtedness, 
whether or not such indebtedness shall have been 
accelerated by reason of such default. 

“B. The Operator shall fail to comply with re¬ 
spect to any applicable agreements as to manage¬ 
ment between it and the Commission or between it 
and the Reconstruction Finance Corporation. 

“C. If it shall have been determined by an 
independent auditor appointed by the Commission 
that as of the end of any quarterly accounting 
period during the term of the five year operating- 
differential subsidy agreement the ratio of the cur¬ 
rent assets of the Operator to its current liabilities 
is less than 1.50 to 1, in which event voting rights 
with respect to the stock of the Operator may be 
exercised by the Commission until the required 
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ratio of current assets to current liabilities has been 
restored. 

“Said instruments shall contain further pro¬ 
visions with reference to the maintenance by the 
Operator of the minimum ratio of current assets 
to current liabilities hereinbefore referred to, to the 
effect that the auditor, in classifying assets and 
liabilities, will be guided by any uniform account¬ 
ing system prescribed by the Commission which is 
then in effect and which has been made generally 
applicable to operators receiving operating-differ¬ 
ential subsidies. 

“17. Written statement of the General Counsel 
addressed to the Chairman that all legal require¬ 
ments which he considers necessary or advisable to 
be complied with prior to the execution and delivery 
by the Chairman of the documents referred to in 
subparagraphs A, B and C of Resolved First hereof 
have been complied with to his satisfaction. 

“18. Whenever under the terms and conditions 
hereof, any act or thing is required to be done or 
any instrument required to be executed or delivered 
prior to the execution by the Chairman of the docu¬ 
ments referred to in subparagraphs A, B and C of 
Resolved First hereof said terms or conditions may 
be deemed to be complied with, in the discretion of 
the Chairman, upon receipt by him of a written 
statement of the General Counsel that irrevocable 
arrangements satisfactory to the General Counsel 
have been made for the doing of any such act or 
thing or the execution or delivery of any such 
instrument. 

“19. That the operator shall have filed a formal 
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application for the five-year operating-differential 
subsidy agreement as required by General Order 
No. 13 of the Commission. 

“20. That there shall have been delivered to the 
Commission within ten days of the date of adoption 
of this resolution, agreement of the Operator that 
it will comply with the terms and conditions of 
the resolution, together with the terms and condi- ' 
tions of the annexed resolution of the Reconstruc¬ 
tion Finance Corporation. 

“Third, that upon the execution by the Chairman 
of the instruments referred to in subparagraphs A, 

B. and C of Resolved First hereof, the proper 
officers and employees of this Commission be and 
are hereby authorized, subject to the instructions 
of the Chairman, to disburse to the Federal Re¬ 
serve Bank of San Francisco, or to such other bank 
as may have been approved by the Commission, 
for the account of the Operator the sum of $1,500,- 
000 to be held in trust under a trust agreement 
satisfactory to the General Counsel for disburse¬ 
ment of said sum by said trustee to the Operator. 

The trust agreement is to contain, among other ' 
things, the following provisions: ’ 

(A) Disbursements of the trust fund may be 
made to the Operator during the period of six 
months beginning with the date of receipt of the 
trust fund by the trustee, and for such further 
period as the Commission may by written notice 
to the trustee approve. 

(B) Such disbursements shall be made against 
written request of the Operator therefor signed 
by the President or Vice President of the Oper- 
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ator, with the subjoined approval of such re¬ 
quest signed by the Chairman or Vice Chairman 
of the Commission. Such request shall state the 
amount and nature of the repairs with respect to 
which disbursement is to be made and that the 
amount requested to be disbursed by the trustee 
is in reimbursement of a like amount theretofore 
paid by the Operator for such repairs. The 
trustee however shall not be responsible for the 
accuracy of any statement made in such request 
but may rely solely upon the written approval of 
the request by the Commission as its authority 
to make the disbursement. 

(C) If at the expiration of the period during 
which disbursement is permitted any balance re¬ 
mains in the hands of the trustee, the trustee 
shall remit the same to the Commission. 

“Fourth. The proper officers and employees are 
hereby authorized to allow to the Operator interest 
adjustments with respect to its obligations under 
the note evidencing the money disbursed to the 
trustee on its behalf as provided in Resolved Third 
hereof, to the end that the Operator, notwithstand¬ 
ing the terms of the said note, shall only be charged 
with interest on the sums from time to time received 
by it from the Trustee and from the date of such 
receipt. 

“Fifth. That the authorizations contained in this 
resolution shall be exercised within thirty days from 
the date of adoption hereof, unless such time shall 
hereafter be extended by the Commission. 

“Further, that the Secretary or the Assistant 
Secretary be and hereby is authorized to mail one 
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certified copy of this resolution to the Operator, 
one such copy to the Reconstruction Finance Cor¬ 
poration and further certified copies of this resolu¬ 
tion in such number and to such persons as the 
Chairman of the Commission may from time to 
time direct.” 


[Enclosure 2 to Exhibit D to Defendants’ Answer] 

RESOLUTION 

“Whereas, Dollar Steamship Lines, Inc., Ltd., 
San Francisco, California, has informally applied, 
Application No. 1, Docket No. DLI 5314, for a loan 
under Section 5d of the Reconstruction Finance Cor¬ 
poration Act, as amended; 

Now, Therefore, Be It Resolved: 

‘‘First, That this Corporation make a loan to Bor¬ 
rower upon the terms of its application required by 
Condition I-C-l hereof in an amount not exceeding 
Two Million Dollars ($2,000,000), subject, however, 
to the following conditions: 

I. That no part of this loan be disbursed until 
there is delivered to Custodian, in addition to the 
documents to be delivered to it enumerated in Sec¬ 
tion I of the Closing Schedule (B-5) approved Janu- 
uary 24, 1935, which Closing Schedule, except Sec¬ 
tion IV thereof, is hereby made a part hereof, the 
following: 

(A) The note of Borrower (herein called the 
‘Note’) substantially in the form of R.F.C. Form 
L-265, in form and substance satisfactory to Agency 
Counsel, in the amount of this loan, dated not later 
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nor more than thirty days earlier than the date of 
the first disbursement on account of this loan, pay¬ 
able on or before five years from the date of the Note, 
bearing interest at the rate of five per cent per annum 
payable semi-annually, and with provisions for semi¬ 
annual payments of $150,000 each, commencing nine 
months from the date of the Note. 

(B) The following collateral for the Note: 

1. First preferred ship mortgage prepared on 
R.F.C. Form L-263, in form and substance sat¬ 
isfactory to Agency Counsel and executed pur¬ 
suant to the Ship Mortgage Act, 1920, as amended, 
covering the following vessels of Borrower: Presi¬ 
dents Coolidge, Cleveland, Lincoln, Wilson, Pierce, 
Taft, Adams, Harrison, Polk, Garfield, Hayes, 
Monroe and Van Buren; together with all of their 
equipment (including all equipment which may 
be purchased from the proceeds of a loan (by way 
of advances for repairs) in the amount of $1,500,000 
from United States Maritime Commission (here¬ 
in called “Commission”) authorized bv resolution 
adopted by said Commission on June 4,1938 (herein 
called “Commission Resolution”); provided, how¬ 
ever, that the first preferred ship mortgage required 
by this Condition I-B-l shall secure on an equal basis 
the loan authorized by this resolution and the loan 
authorized by the Commission Resolution; said mort¬ 
gage to provide that in the event the subsidy agree¬ 
ment, more particularly referred to in Condition 
I-B-2 hereof, is terminated by the Commission, or is 
substantially reduced, as determined by this Corpor¬ 
ation, this Corporation may accelerate the maturity 
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of the indebtedness evidenced by the Note and pro¬ 
ceed to institute proceedings to foreclose on the 
mortgage executed pursuant to this Condition I-B-l. 

2. Assignment, in form and substance satisfactory 
to Agency Counsel and the General Counsel of this 
Corporation, of sums due and to become due under 
subsidy contract, which will yield an annual subsidy 
of approximately $3,000,000 per annum (as estimat¬ 
ed by the Commission) for a term of five years, be¬ 
tween the Commission and Borrower with respect 
to the 13 above named vessels in an amount suffi¬ 
cient to meet payments on account of principal and 
interest on the Note as the same become due in ac¬ 
cordance with the terms of the Note, the Commission 
to consent to said assignment, together with written 
assurances, satisfactory to the General Counsel of 
this Corporation, from the Commission that it will 
apply subsidies accruing to Borrower in accordance 
with this Condition, and consent of Borrower to such 
application. In the event either the Commission or 
this Corporation receives payments from the pro¬ 
ceeds of said subsidy on account of any indebtedness 
of Borrower to either of said parties in excess of that 
received by the other party, the party receiving such 
excess payments shall permit the other party to have 
priority with respect to the proceeds of any liquida¬ 
tion of the collateral until said other party receives 
an amount equal to such excess, and thereafter all pro¬ 
ceeds from liquidation will be divided into the ratio 
which the then unpaid principal of said $1,500,000 
loan and this Corporation’s $2,000,000 loan bear to 
each other. In the event of default by Borrower with 
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respect to the loan, all amounts accrued to Borrower 
or thereafter to accrue under said subsidy contract 
shall forthwith be applied, first, on account of ac¬ 
crued interest on the Commission’s $1,500,000 loan 
and the R.F.C. $2,000,000 loan, pro rata, and, second, 
on account of principal of said loans in proportion 
to the unpaid principal amount of said loans, and 
in the inverse order of the maturity of the install¬ 
ments of principal. 

(C) Written statement of Agency Manager that 
he has received the following: 

1. Formal application (in triplicate) of Borrower 
for this loan, in form satisfactory to Agency Man¬ 
ager, on R.F.C. Form L-174 (as revised March 2, 
1938), together with all exhibits (including an Ex¬ 
hibit on R.F.C. Form L-242) required thereby; in¬ 
cluding, as Exhibit H, an agreement by Borrower 
(on R.F.C. Form L-109(c) and the Schedule which 
is a part thereof) setting forth compensation to be 
paid by Borrower to its officers, directors and em¬ 
ployees (other than officers and crews of subsidized 
vessels and other than seagoing personnel). 

2. Agreement of Borrower that the proceeds of 
this loan will be used solely for operating expenses, 
as defined in aforesaid Closing Schedule. 

3. Evidence, satisfactory to Agency Manager and 
Agency Counsel, that the lien of the outstanding first 
preferred ship mortgages (represented to be in the 
unpaid principal amount of $7,474,192.94 and to be 
held by the Commission) have been subordinated, in 
a mann er and under terms and conditions satisfac¬ 
tory to Agency Counsel, to the lien of the mortgage 
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required by Condition I-B-l hereof; or that arrange¬ 
ments therefor satisfactory to Agency Counsel, have 
been made. 

4. Evidence, satisfactory to Agency Manager, 
that: 

(a) The Commission has unconditionally made 
available to Borrower not less than $1,500,000 for 
repairs and improvements to the vessels covered 
by the mortgage required by Condition I-B-l here¬ 
of, and that said funds have been deposited with a 
trustee, satisfactory to Agency Manager, to be 
made available to Borrower for such purposes in 
accordance with terms and conditions approved by 
the Commission; 

(b) Payments on account of principal of all of 
Borrower’s indebtedness shall not be in excess of 
the approximate amounts hereinafter set forth: 


1939 

$1,303,719 

1940 

1,212,900 

1941 

1,206,843 

1942 

1,204,150 

1943 

3,836,400. 


5. Evidence, satisfactory to Agency Manager and 
Agency Counsel that: 

(a) The Commission has entered into a valid 
and binding subsidy contract with Borrower re- 
fered to in Condition I-B-2 hereof; 

(b) Borrower’s financial reorganization has 
been consummated, or satisfactory arrangements 
therefor have been made, in accordance with the 
terms and conditions set forth in and referred to 
in the Commission Resolution, which arrange- 
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ments shall include appropriate agreement, in 
form and substance satisfactory to Agency Man¬ 
ager and Agency Counsel, whereby banks and affil¬ 
iated companies which hold preferred ship mort¬ 
gages on Borrower’s vessels Presidents Fillmore 
and Johnson in the principal amount of $500,000 
have extended such indebtedness for a period of 
one year from the date of the Note without any 
requirements as to payments on account of princi¬ 
pal of said indebtedness and agreement of said 
creditors that, until payment in full of the indebt¬ 
edness evidenced by the Note, they will look only 
to said vessels for liquidation of such indebtedness. 

6. Agreement of Borrower that until payment in 
full of the indebtedness evidenced by the Note Bor¬ 
rower will not, without prior written consent of this 
Corporation: 

(a) Pledge, mortgage or otherwise cause or per¬ 
mit to be encumbered in any manner whatsoever 
any of its property or assets, whether now owned 
or hereafter acquired, except by purchase money 
liens upon property hereafter acquired and other 
liens upon such property at the time of the acqui¬ 
sition thereof; 

(b) Distribute any of its earnings (including 
net earnings). 

7. Agreement of Borrower that, until payment 
in full of the indebtedness evidenced by the Note, the 
management (including Borrower’s board of direc¬ 
tors) shall be satisfactory to this Corporation, and 
that, if within 30 days from the date of forwarding 
by this Corporation of notice to Borrower that Bor- 
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rower's management is not satisfactory to this Cor¬ 
poration, Borrower does not make changes so that its 
management shall be satisfactory to this Corpora¬ 
tion, this Corporation may at any time thereafter, 
without notice to Borrower, accelerate the maturity 
of the indebtedness evidenced by the Note, and pro¬ 
ceed to institute proceedings to foreclose on the mort¬ 
gage executed pursuant to Condition I-B-l hereof. 

8. Affidavit of an officer of Borrower and an opin¬ 
ion of Borrower's counsel, each stating that at the 
time of recordation and endorsement of the first pre¬ 
ferred ship mortgage required by Condition I-B-l 
hereof, the lien thereof is superior to all other liens, 
maritime or otherwise, and all libels of record at the 
respective home ports of said vessels. 

(D) Written or telegraphic advice from the Sec¬ 
retary or an Assistant Secretary of this Corporation: 

1. That Borrower's management (including Bor¬ 
rower's board of Directors) is satisfactory to this 
Corporation. 

2. Consenting to the disbursement of the loan 
authorized by this resolution. 

II. That this loan be disbursed on the Budget 
Plan, as provided in aforesaid Closing Schedule. 

III. That the opinion of Agency Counsel, as pro¬ 
vided in aforesaid Closing Schedule, be supplement¬ 
ed and/or modified to state with respect to the first 
preferred ship mortgage required by Condition 
I-B-l hereof: 

(A) That such mortgage (1) constitutes a first 
preferred mortgage under the Ship Mortgage Act, 
1920, as amended, and (2) at the time of recordation 


vs. Emory S. Land, et al 


183 


and endorsement thereof, is superior to all other 
liens, maritime or otherwise, and libels of record; 
with provision, however, that in the giving of such 
opinion Agency Counsel may reply on the affidavit of 
the officer of Borrower and the opinion of Borrow¬ 
er’s counsel, hereinabove required by Condition 
L-C-8 hereof, as to all matters not of record at the 
respective home ports of the vessels referred to in 
Condition I-B-l hereof. 

(B) That all of the requirements of Agency Coun¬ 
sel Bulletin No. 28, have been complied with in con¬ 
nection with such first preferred mortgage. 

IY. That notwithstanding any provisions in this 
resolution, aforesaid Closing Schedule, or any ap¬ 
plicable Loan Agency Bulletins, to the contrary, the 
following provisions and exceptions shall be made 
conditions of this loan: 

(A) In lieu of insurance policies which are ordi¬ 
narily required to be delivered to Custodian prior to 
disbursement, Agency Manager shall state that he 
has received evidence that insurance policies cover¬ 
ing the aforesaid 13 vessels are in force and are sat¬ 
isfactory in form, amount and covering such hazards 
as shall be satisfactory to this Corporation, and that 
said insurance policies shall be amended to require 
that losses payable shall include this Corporation as 
its interest may appear, or in the event that such 
amendment to said policies cannot be obtained at the 
time of the first disbursement of the loan, Commis¬ 
sion will give this Corporation written assurances at 
the time of such first disbursement that such amend¬ 
ment will be made as soon as practicable and that, 
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until such time, Commission will hold said policies 
for it and this Corporation as their interests may 
appear. 

(B) Assignment of patents, patent applications, 
trade names and trade marks shall be omitted. 

Second, That the General Counsel, or counsel des¬ 
ignated by him, be and hereby is authorized to modi¬ 
fy this resolution and aforesaid Closing Schedule, 
by making such changes therein, as to details or as to 
legal requirements, as said General Counsel or desig¬ 
nated counsel, respectively, shall deem advisable. 

Third, That the Treasurer be and hereby is author¬ 
ized to disburse this loan in accordance with the fore¬ 
going resolution and aforesaid Closing Schedule; 
provided, however, that the first disbursement shall 
be made not later than thirty days after the date of 
adoption of this resolution and that no disbursement 
shall be made later than six months after such date 
of adoption of this resolution. 

Further, That the Secretary or an Assistant Secre¬ 
tary be and hereby is authorized to jnail two certi¬ 
fied copies of this resolution to the San Francisco 
Loan Agency, with authorization to transmit one 
such copy to Borrower. 

***** 

The foregoing resolution was duly adopted by the 
Board of Directors of Reconstruction Finance Cor¬ 
poration on June 4,1938. 


Assistant Secretary, Recon¬ 
struction Finance Corporation 




vs. Emory S. Land, et al 185 

CLOSING SCHEDULE 
(Approved January 24,1935) 

I. Documents to be Delivered to the Custodian 
Prior to Disbursement. 

Prior to the disbursement of the loan (or of the 
first advance on account thereof) authorized in the 
Resolution of which this Closing Schedule is made a 
part, there shall be delivered to the Custodian (in 
addition to the documents to be delivered to it enum¬ 
erated in such Resolution, and except as otherwise 
provided therein) the following documents: 

(A) Written statement of Agency Manager that 
he has received (in addition to the documents and 
evidence to be delivered to him enumerated in such 
Resolution, and except as otherwise provided there¬ 
in) the following: 

1. Satisfactory evidence that all delinquent taxes 
have been paid on the properties described in any 
mortgage securing the Borrower’s Note or securing 
any obligation pledged or assigned to secure Bor¬ 
rower’s Note, or satisfactory evidence that arrange¬ 
ments satisfactory to Agency Manager and Agency 
Counsel have been made for the payment of such 
taxes; 

2. Certificate of Borrower, dated as of the date of 
such first advance, certifying that no substantial 
change has occurred in its financial condition, organi¬ 
zation, operations or business prospects since the 
date of each written representation made by it in 
connection with the loan, except as fully set forth in 
such certificate; 

3. Insurance policies (which he has delivered to the 
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Custodian) covering the properties described in any 
mortgage securing Borrower’s note and any guaranty 
thereof and any obligation incurred in connection 
therewith, and securing any obligation pledged or as¬ 
signed to secure Borrower’s Note, in such amount 
and executed in such form and by such insurance 
companies as shall be satisfactory to Agency Man¬ 
ager, insuring such properties against loss or damage 
bv fire and against such other hazards as Agency 
Manager shall deem it advisable to insure against, 
together with appropriate instruments requiring all 
losses to be paid to the parties concerned as their 
interests may appear; or in lieu of delivery of such 
policies where deemed impracticable by Agency Man¬ 
ager, satisfactory evidence that such policies are in 
force and that provision has been made, by endorse¬ 
ment on such policies, or by execution of appropriate 
instruments, for the payment of the proceeds of such 
policies to the parties concerned (including this Cor¬ 
poration), as their interests may appear; or a certifi¬ 
cate of Borrower, in form satisfactory to Agency 
Manager, that it is not customary nor in accordance 
with ordinary prudent business practice to insure 
the properties described in any such mortgage and in 
such certificate. 

4. Certificate of Borrower that it has sought in 
good faith the credit applied for at all banks with 
which it has carried on a substantial portion of its 
banking business during the twelve months immedi¬ 
ately preceding the date of application, and at all 
other banks in its community which it had reasonable 
cause to believe would be inclined to grant the credit, 
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and that it has been unable to obtain such credit at 
such banks at prevailing bank rates for the character 
of loan herein authorized; and 

5. Agreement of Borrower that, until payment in 
full of its Note (or any note given in renewal or ex¬ 
tension thereof), it will carry insurance against such 
risks to its property and business, and against such 
risks to the property of and business of any of its 
subsidiaries and affiliates, in such companies, and in 
such amounts, as shall be satisfactory to this Cor¬ 
poration, each policy to be in form satisfactory to 
this Corporation, and, where this Corporation deems 
it advisable, to contain appropriate provisions for 
payment to this Corporation as its interest may 
appear. 

(B) Written statement of Agency Manager, dated 
as of the date of such first advance, certifying that: 

1. He has cheeked the formal application referred 
to in such Resolution and all agreements and docu¬ 
ments required by Such Resolution and by this Clos¬ 
ing Schedule, and except as to matters of validity 
and legal inforceability concerning which he has ob¬ 
tained the opinion of Agency Counsel, the provisions 
of such agreement and documents (with such addi¬ 
tions, changes and modifications, not inconsistent 
with such Resolution or this Closing Schedule, in the 
forms of documents submitted in support of the ap¬ 
plication, as he deems necessary or desirable) prop¬ 
erly comply with the terms of such Resolution and 
this Closing Schedule and are in all respects deemed 
by him to be adequate and satisfactory; 

2. Borrower is and has been since prior to Janu- 
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ary 1, 1934, established in an industrial or commer¬ 
cial business; 

3. In his opinion—(a) Borrower is solvent; (b) 
The Loan applied for offers reasonable assurance of 
continued or increased employment of labor; (c) 
Credit is not available from banks at the prevailing 
rates for the character of loan applied for; (d) The 
Loan applied for, together with any other loans here¬ 
tofore made or applied for, will not result in any one 
borrowers receiving, directly or indirectly, under 
Section 5d of the Reconstruction Finance Corpora¬ 
tion Act, as amended, loans in excess of $500,000; (e) 
The charges, fees, etc., specified in paragraph (15) 
of the application do not include any bonus, fee, or 
commission in connection with the application or the 
obtaining of the loan, and the amounts specified in 
said paragraph (15) are reasonable compensation for 
the services indicated; and (f) The compensation 
being paid by Borrower, as stated in Exhibit I 
(R.F.C. Form L-109(c)), appears reasonable; and 

4. To his knowledge there has been no adverse 
change in the financial condition, operations or busi¬ 
ness prospects of Borrower since the date of the fil¬ 
ing of the application, sufficiently serious, in his 
opinion, to warrant withholding the disbursement of 
this loan. 

(C) Written opinion of Counsel concurred in by 
Agency Counsel (except as expressly modified by the 
terms of such Resolution) that: 

1. Borrower, if an individual, is of full age and 
legally competent, or if not an individual, is duly 
organized, in . good standing and duly authorized to 
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borrow the amount of the proposed loan from this 
Corporation; 

2. Borrower is duly authorized to do the character 
of business conducted or to be conducted by it, in 
the state or states in which such business is conducted 
or to be conducted; 

3. Borrower’s Note is a valid and binding obliga¬ 
tion in accordance with its terms; 

4. All mortgages, pledges and assignments of col¬ 
lateral, executed and/or delivered as security for 
Borrower’s Note and any guaranty thereof and all 
other agreements and documents required by such 
Resolution and by this Closing Schedule (with such 
additions, changes and modifications, not inconsistent 
with such Resolution or this Closing Schedule, in the 
forms of documents submitted in support of the 
application, as Agency Counsel deems necessary or 
desirable) have been duly authorized, executed and 
delivered, are valid and binding obligations and com¬ 
mitments in accordance with their terms and (when 
recordation or filing is appropriate or requisite) have 
been duly recorded or duly filed (for recordation if 
recordation is necessary) without intervening liens; 

5. All mortgages, pledges and assignments of col¬ 
lateral executed, and/or delivered as security for 
Borrower’s Note and as security for any obligation 
pledged or assigned as security for Borrower’s Note, 
and for any guaranty or other obligation executed in 
connection therewith, constitute valid first liens (sub¬ 
ordinate only to such prior liens as may be expressly 
permitted by said resolution, and to liens for taxes 
not delinquent, or to liens for delinquent taxes, ar- 
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rangements for the payment of which, satisfactory 
to Agency Manager and Agency Counsel, have been 
made) upon the respective properties and rights cov¬ 
ered and intended to be covered thereby, except as the 
requirements as to such opinion shall be supple¬ 
mented or modified by the provisions set forth in Loan 
Agency Bulletin No. 320 and in Agency Counsel 
Bulletin No. 13; and except that as to the assign¬ 
ments or mortgages of patents, patent applications, 
trade-marks and trade names, such opinion shall 
state that the same are valid and have been duly 
recorded in the proper statutory office, without inter¬ 
vening assignments or mortgages, liens or unlimited 
license of record or that arrangements, satisfactory 
to Agency Manager and Agency Counsel, have been 
made in accordance with the requirements of Loan 
Agency Bulletin No. 420; but such opinion need not 
state (unless otherwise required by such Resolution) 
that the patents, patent applications, trade-marks or 
trade names so assigned or mortgaged by Borrower 
are valid; and 

6. All conditions deemed desirable to assure the 
validity and legal enforceability of Borrower’s Note 
and of the collateral and subcollateral therefor, and 
of all agreements executed in connection with the 
loan, have been satisfactorily complied with. 

II. Disbursement on 44 Budget Plan.” 

If such Resolution provides that the loan shall be 
disbursed on the ‘‘Budget Plan”, the loan shall be 
disbursed as follow’s: 

(A) The first advance, in an amount equal to twenty 
per cent. (20%) of the total authorized loan, or 
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such greater amount as shall be specified by Agency 
Manager in his statement delivered pursuant to the 
following subparagraph 3, plus the amount or 
amounts specified in such Resolution to be used by 
Borrower for any purpose other than operating ex¬ 
penses, shall be made upon receipt by the Custodian 
of: 

1. Agreement of Borrower to furnish to Agency 
Manager, on or before the 20th day of each month 
until the loan shall have been fully advanced, a 
monthly report, in duplicate, for the preceding calen¬ 
dar month, in form satisfactory to this Corporation; 

2. The documents required by such Resolution 
and this Closing Schedule to be delivered to the Cus¬ 
todian prior to any disbursement on account of this 
loan; and 

3. If the first advance is to be in an amount in 
excess of twenty per cent. (20%) of the total author¬ 
ized loan plus the amount or amounts specified in 
such Resolution to be used by Borrower for any 
purpose other than operating expenses, a written 
statement of Agency Manager, dated as of the date of 
such advance, that he has received Borrower’s requi¬ 
sition, in form satisfactory to him, for an advance 
in excess of twenty per cent. (20%) of the total 
authorized loan plus the amount or amounts specified 
in such resolution to be used by Borrower for any 
purpose other than operating expenses, and that the 
amount so requisitioned, or such lesser amount as he 
shall specify, is, in his opinion, warranted to be pres¬ 
ently disbursed. 

(B) Additional advances on account thereof shall 
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be made in the amounts and on the dates specified by 
Agency Manager in his statement in each case deliv¬ 
ered pursuant to the following subparagraph 3, pro¬ 
vided (in addition to the conditions, if any, set forth 
in such Resolution except as otherwise provided 
therein) the Custodian shall have received (in addi¬ 
tion to the documents to be delivered to the Custodian 
prior to the first advance) the documents specified in 
such Resolution and also the written statement of 
Agency Manager, dated as of the date of each such 
advance, that: 

1. He has received evidence, satisfactory to him, 
that the proceeds of the previous advance or ad¬ 
vances on account of the loan, have, to the extent ex¬ 
pended by Borrower, been used by Borrower sub¬ 
stantially in accordance with the requirements of 
such Resolution and this Closing Schedule: 

2. To his knowledge there has been no unusual 
adverse change since the date of the last previous 
advance in the financial condition, fixed properties or 
personnel of Borrower sufficiently serious, in his 
opinion, to warrant withholding further advance on 
account of the loan; 

3. He has received Borrower’s requisition for a 
further advance, in form satisfactory to him, and 
that the amount so requisitioned, or such lesser 
amount as he shall specify, is, in his opinion, war¬ 
ranted to be disbursed; and 

4. Pie has received the opinion of Counsel, con¬ 
curred in by Agency Counsel, that the advance re¬ 
quested will, upon the making thereof, be secured in 
the same manner as the first and each other previous 
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advance, that the collateral therefor will not be sub¬ 
ject to any intervening liens, and if additional col¬ 
lateral is required by the resolution in connection 
with this advance, that such collateral is security for 
all amounts previously advanced and f ulfills the re¬ 
quirements of Section I-C hereof. 

III. Definition of Certain Terms 

Except when otherwise specifically stated, or when 
the context otherwise clearly requires, the following- 
terms, whenever used in this Closing Schedule or in 
such Resolution, shall have the following respective 
meanings: 

(A) Mortgage. The term “mortgage” shall mean 
any instrument or instruments (including, but not 
limited thereto, deeds of trust and instruments of 
pledge and/or assignment) creating an effective 
equivalent of a mortgage lien on the property, real, 
personal, or mixed, to be covered thereby, approved 
for such purpose by Agency Counsel. It shall con¬ 
form to the requirements of Loan Agency Bulletin 
No. 320, and in the event that a deed of trust be exe¬ 
cuted and delivered, it shall contain the provisions 
required by Loan Agency Bulletin No. 267. If such 
resolution provides for a mortgage covering substan¬ 
tially all of the fixed assets of Borrower in connection 
with which there are used any domestic patents, pat¬ 
ent applications, trade-marks, or trade names, there 
shall be obtained an instrument or instruments of 
assignment or mortgage covering all such domestic 
patents, patent applications, trade-marks and trade 
names and the good will and business of Borrower in 
connection with which said patents, patent applica- 
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tions, trade-marks and trade names are used, which 
instrument it shall reserve all rights of ownership to 
the assignor or mortgagor pending default on Bor¬ 
rowers Note. 

(B) Operating Expenses. The term “Operating 
Expenses” shall mean any proper expenditure of 
Borrower for current operations in the ordinary 
course of business (including, but not limited thereto, 
the purchase of raw materials for Borrower’s plant, 
and the actual cost of labor in the manufacture and 
processing of materials therein), which, according to 
good accounting practice, would be charged to income 
account and not to capital account; it being under¬ 
stood that such term shall not include payments for 
the acquisition of machinery or equipment nor pay¬ 
ments on account of indebtedness of any character 
incurred for any purpose prior to the making of the 
loan, except expenses incurred in connection with 
the application for and the making of the loan. 

IV. Provisions in Certain Documents. 

Except as otherwise provided in this Closing 
Schedule, or in such Resolution, the following in¬ 
struments (wiien required by such Resolution) shall 
contain substantially the following provisions: 

A. Stand-by Agreement. Each so-called “Stand¬ 
by Agreement” shall provide that, in consideration 
of the making of a loan by this Corporation to Bor¬ 
rower, Borrower and the creditor of Borrower exe¬ 
cuting such Stand-by Agreement (such creditor 
being herein called a “Stand-by Creditor”), and 
each endorser, guarantor and surety on the Claim of 
Stand-by Creditor, shall agree with each other and 
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with this Corporation that until the Borrower’s Note 
(or any note given in renewal or extension thereof) 
shall be paid in full: 

1. Without the prior written consent of this Cor¬ 
poration, Stand-by Creditor and each endorser, guar¬ 
antor and surety on any obligation of or claim 
against Borrower existing on the date of Borrower’s 
Note concerning which and in the amount in which 
Resolution requires the execution of this Stand-By 
Agreement, or any contingent or vested obligations 
or claims which may arise therefrom (such obliga¬ 
tions and claims existing on the date of Borrower’s 
Note and contingent and vested obligations and 
claims that may arise therefrom being herein termed 
the “Claim”), will take no action (a) to assert, col¬ 
lect or enforce the principal of or interest at a rate 
in excess of that charged immediately prior to the 
date of Borrower’s Application on (Unless the Res¬ 
olution otherwise provides with respect to interest) 
the Claim (including any claim for deficiency re¬ 
maining after realization upon collateral herein per¬ 
mitted) except such amounts, if any, as such Stand¬ 
by Creditor may be entitled to receive and retain 
pursuant to such Resolution; or (b) to realize upon 
any collateral for the Claim, except collateral speci¬ 
fied in the Resolution, or (if not specified in the Reso¬ 
lution) given prior to the date of Borrower’s Appli¬ 
cation, other than collateral which Stand-by Creditor 
is required by the Resolution to subordinate to the 
mortgage to be given to secure Borrower’s Note. 

2. Stand-by Creditor and each endorser, guaran¬ 
tor and surety on the Claim will promptly pay to this 
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Corporation any amount which it may receive on 
account of principal of, or on account of interest at 
a rate in excess of that charged immediately prior 
to the date of Borrower’s Application on (unless 
the Resolution otherwise provides with respect to in¬ 
terest) the Claim, except any proceeds of collateral, 
realization upon which is permitted by the preceding 
subparagraph 1, and/or such amounts, if any, as 
such Stand-by Creditor may be entitled to receive 
and retain pursuant to such Resolution, and/or such 
amounts, if any, as shall be paid to Stand-by Creditor 
on account of the Claim by endorsers, guarantors, 
sureties or others who shall have executed a Stand-by 
Agreement covering the Claim; 

3. Borrower will not pay any sum on account of 
principal of or interest at a rate in excess of that 
charged immediately prior to the date of Borrower’s 
Application on (unless the Resolution otherwise pro¬ 
vides with respect to interest), or give any collateral 
as security for, the Claim to the Stand-by Creditor, 
or any endorser, guarantor or surety on the Claim, 
except the proceeds of collateral which Stand-by 
Creditor is permitted by the preceding subparagraph 
1 to realize upon, and except such amounts, if any, as 
such Resolution may permit Borrower to pay to any 
such Stand-by Creditor; 

4. Stand-by Creditor will deliver to Borrower for 
stamping, and Borrower will stamp or otherwise 
mark each note and each other negotiable instrument 
evidencing the Claim, with a legend either (a) set¬ 
ting forth in substance the terms of said Stand-by 
Agreement, or (b) stating that such note or other 
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negotiable instrument and all rights represented 
thereby are subject to all of the terms and conditions 
of said Stand-by Agreement (identified by date and 
names of parties, or otherwise to satisfaction of 
Agency Counsel), and Borrower will not execute or 
deliver upon renewal of any such notes or other nego¬ 
tiable instruments or in substitution therefor or oth¬ 
erwise any new notes or other negotiable instruments 
except with identical terms, other than date and ma¬ 
turity, stamped with said legend; 

5. In the event that Stand-by Creditor and Bor¬ 
rower are required by the terms of Stand-by Agree¬ 
ment to take the action contemplated by the preced¬ 
ing subparagraph 4, Borrower will deliver to Agency 
Manager, prior to the first disbursement of the loan 
authorized by such Resolution, as a supplement to 
said Stand-by Agreement, evidence of compliance 
with the provisions of said subparagraph 4 satisfac¬ 
tory to Agency Manager; 

6. If Stand-by Creditor is a closed bank, the 
Stand-by Agreement shall be approved, as to closed 
National banks, by the Comptroller of the Currency, 
and, as to closed state banks, by the proper state 
authority; 

7. Notwithstanding anything hereinabove set 
forth to the contrary, Stand-by Creditor and each 
endorser, guarantor and surety on the Claim may 
assert and enforce any claim on account of indebted¬ 
ness covered by the Stand-by Agreement in any bank¬ 
ruptcy, receivership, dissolution or liquidation of 
Borrower, provided that if (a) there shall have been 
previously delivered to this Corporation an affidavit 
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or affirmation of claimant, executed by claimant, or 
by a partner, if claimant is a partnership, or by the 
president of claimant, if claimant is a corporation, 
certifying that such bankruptcy, receivership, disso¬ 
lution or liquidation proceedings were not in any 
way, directly or indirectly, started, abetted or insti¬ 
gated by such Stand-by Creditor, and (b) that state¬ 
ments set forth therein shall not be rebutted, then 
Stand-by Creditor may retain any distribution with 
respect thereto; but if such affidavit or affirmation 
shall not be so delivered or if the statements con¬ 
tained therein shall be rebutted and it shall be estab¬ 
lished that such bankruptcy, receivership, dissolu¬ 
tion or liquidation proceedings were, directly or indi¬ 
rectly, started, abetted or instigated by such Stand¬ 
by Creditor, the Stand-by Agreement shall constitute 
an assignment to this Corporation of all rights of 
Stand-by Creditor to any distribution with respect 
to such claim and such distribution shall be paid to 
this Corporation as liquidated damages for the 
breach of the agreement of Stand-by Creditor; and 

8. Stand-by Creditor and each endorser, guaran¬ 
tor and surety on the Claim will forthwith release 
and deliver to Borrower all collateral which Stand-by 
Creditor is not permitted to realize upon by the fore¬ 
going subparagraph 1 and, if the collaterial is held 
by a person who is not a party to the Stand-by Agree¬ 
ment, will forthwith direct such person to release 
and deliver all such collateral to Borrower. 

B. Agreement with Lessor. In each agreement 
with a lessor relating to the lease of any premises 
occupied by Borrower, the lessor shall, in considera- 





vs. Emory S. Land, et al 199 

tion of the making of a loan by this Corporation to 
Borrower: 

1. Certify that, as of a date not more than thirty 
(30) days prior to the making of the first disburse¬ 
ment of this loan, Borrower is not in default under 
any terms of the lease of the premises; 

2. Extend Borrower’s lease of such premises, on 
substantially the same terms as the existing lease, to 
a date one year after the stated maturity of Borrow¬ 
er’s Note, or to a date three years after the date of 
Borrower’s Note, whichever shall be the later, pro¬ 
vided, however, that such extension may provide for 
termination of such period of extension upon the 
payment in full of Borrower’s Note; 

3. Agree with Borrower and this Corporation that 
in the event of any default in payment of rent under 
such lease prior to its expiration or payment in full 
of Borrower’s Note or of any note given in renewal 
or extension thereof, whichever is earlier, the lessor 
will not terminate the lease or take any action to 
enforce any claim with respect thereto without giving 
to this Corporation ninety (90) days’ prior written 
notice and the right to cure such default within said 
period; 

4. Waive and release, until the payment in full 
of Borrower’s Note or of any note given in renewal 
or extension thereof, any and all right to institute 
proceedings to establish a lien or prior claim against 
the property of Borrower covered by the mortgage 
to this Corporation; and 

5. Certify that lessor has full power and authority 
to enter into said agreement, and that lessor has title 
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to the leased premises or such property rights therein 
as to make effective the vesting in Borrower of rights 
with respect thereto in accordance with the terms of 
said lease and said agreement. 


[Enclosure 3 to Exhibit D to Defendants’ Answer] 

UNITED STATES MARITIME COMMISSION 

OPERATING-DIFFERENTIAL SUBSIDY 

AGREEMENT 

This agreement made on the .... day of April, 
1938, between the United States Maritime Commis¬ 
sion, hereinafter designated as the Commission, and 
Dollar Steamship Lines, Inc., Ltd., a corporation 
organized and existing under and by virtue of the 
laws of the State of Delaware, hereinafter desig¬ 
nated as the Operator. 

Whereas, the Operator has filed an application 
on the Commission’s Form VI-A, pursuant to Sec¬ 
tion 601 of the Merchant Marine Act, 1936, (herein 
referred to as the Act) and General Order No. 13 
of the Commission, for financial aid in the opera¬ 
tion, as hereinafter set forth, of vessels (some¬ 
times herein referred to as the subsidized vessels) 
which are to be used in an essential service in the 
foreign commerce of the United States; 

Whereas, in order to induce the Commission to 
award a long term contract, the Operator has war¬ 
ranted and represented, and does hereby warrant 
and represent as follows: 

(1) That it is and at all times during the period 
of this agreement will continue to be a citizen 
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of the United States within the meaning of Section 
2 of the Shipping Act of 1916, as amended; 

(2) That all of the subsidized vessels were, or 
will be, built in the United States, or have been 
documented under the laws of the United States 
not later than February 1, 1928, or were actually 
ordered and under construction for the account of 
citizens of the United States prior to such date; 

(3) That all of the subsidized vessels are, or will 
be of steel or other acceptable metal, propelled by 
steam or motor, as nearly fireproof as practicable, 
and documented under the laws of the United 
States; 

(4) That all of the vessels named herein are 
owned by the Operator and that all other sub¬ 
sidized vessels are owned by the Operator or will 
be acquired by it prior to operation thereof under 
this agreement; 

(5) That the granting of aid in the amount pro¬ 
vided for herein is necessary to place the proposed 
operations of the vessels on a parity with those of 
direct foreign competition; 

(6) That the vessels named herein and all other 
subsidized vessels are or will be of the size, type, 
speed and number and with the proper equipment 
required to enable the Operator to operate and 
maintain the line in such manner as may be neces¬ 
sary to meet competitive conditions and to promote 
foreign commerce; 

(7) That the Operator possesses the ability, ex¬ 
perience, financial resources and other qualifications 
necessary to enable it to conduct the proposed op- 
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erations of the vessels as to meet competitive con¬ 
ditions and promote foreign commerce; and 

(8) That none of the subsidized vessels will be 
operated hereunder when more than twenty years 
of age, except as specifically provided herein. 

Whereas, relying in part upon said representa¬ 
tions and application of the Operator, the Commis¬ 
sion has approved said application for financial aid 
to the extent and upon the terms and conditions 
hereinafter set forth, for certain voyages during 
the period of this agreement as hereinafter defined, 
and in connection with such approval has made the 
determinations required by the Act; 

Now, Therefore, in consideration of the premises 
and of the covenants and agreements herein set 
forth, the parties hereto agree as follows: 

A. Operation of the Subsidized Services During 
Period of Agreement. 

1. Subsidized Services and Vessels. The Oper¬ 
ator agrees that, except as otherwise provided 
herein or agreed upon by the parties hereto, it will 
maintain and operate the following berth services 
during the period of the agreement (as defined in 
Article 2); 

Description of Route 

Line A—Between a port or ports in California 
and a port or ports in Japan, China and the Philip¬ 
pine Islands, via the Hawaiian Islands. 

Line B—Round the World from New York via 
the Panama Canal, California, Hawaiian Islands, 
Japan, China, Philippine Islands, Straits Settle- 
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ments, Ceylon, India, . Suez Canal, Egypt, Italy, 
France in the Mediterranean, New York, with priv¬ 
ilege of calling at Boston, Havana, Cuba, ports in 
the Dutch East Indies and Gibraltar. 

Said lines are hereinafter referred to as Lines A 

and B, respectively, and so long 

as they are oper- 

ated under the agreement shall constitute the “sub- 

sidized services.” The services 
with the following vessels: 

shall be operated 

Name of Vessel 

Gross Tons 

President Coolidge 

21936 

President Cleveland 

14123 

President Taft 

14123 

President Lincoln 

14137 

President Wilson 

14127 

President Pierce 

14123 

President Hayes 

10533 

President Monroe 

10533 

President Adams 

10558 

President Harrison 

10553 

President Polk 

10500 

President Garfield 

10558 

President Van Buren 

10533 

The term “subsidized vessels” 

shall include the 


vessels above named and all other vessels while 
operated under this agreement at any time during 
the period hereof on any subsidized service. 

2. Period of the Agreement. Except as other¬ 
wise provided herein the agreements of the Oper¬ 
ator hereunder shall be applicable -to the entire 
period from the date when this agreement is exe¬ 
cuted by the Commission and a date exactly five 
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years after such date of execution. Subject to the 
terms and conditions of this agreement subsidy 
payments shall be made under this agreement with 
respect to voyages on subsidized lines on which 
sailings outbound from the last United States port 
are made after the date of execution of this agree¬ 
ment and which are completed on or before the 
termination date above specified. 

3. Replacement Program. If at any time during 
the period of this agreement, the Commission shall 
find that the Applicant should institute a replace¬ 
ment program. Applicant agrees to formulate such 
program and to carry out the same within such 
time and in such manner as the Commission may 
prescribe. 

4. Sailing Schedules: Change in Routes. The 
Operator agrees to make the following minimum 
outward sailings upon each such line in each year 
during the term of this agreement (this require¬ 
ment however, being subject to adjustment upon 
the introduction into the subsidized services of new 
vessels as provided in Article 3) ; 

Line A—24 to 26 Combination Cargo & Passen¬ 
ger Ship Sailings. 

Line B—24 to 26 Combination Cargo & Passen¬ 
ger Ship Sailings. 

The sailings here required on each line shall be 
reduced in the year preceding the applicable ter¬ 
mination date specified in Article 2 by eliminating 
sailings on voyages which, according to regular 
schedule, would not be completed by said termina¬ 
tion date. Such sailings shall be upon sailing sch¬ 
edules (including dates and ports of call, and 
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whether carrying passengers or freight) to be fixed 
by agreement with the Commission. With the prior 
written approval of the Commission, the Operator 
may change or vary its route upon any one or 
more voyages. No subsidy payments shall be made 
hereunder with respect to any sailing in excess of 
the above stated, minimum unless such additional 
sailing is specifically approved by the Commission. 

5. Interruption of Service. Failure of the Oper¬ 
ator to make a voyage required pursuant to Article 
4 hereinabove shall not be deemed a breach of the 
obligations of the Applicant under this agreement 
if it is prevented from making such voyage by acts 
of God, force majeure, accident, strikes or other 
labor disturbances, war, insurrections, weather con¬ 
ditions, loss of or damage to vessels or, without 
limiting the foregoing, any other cause not within 
the control of the Operator, whether of the class 
of causes hereinabove enumerated or not, it being 
understood that the cause of any interruption in so 
far as it may be under Operator’s control shall be 
remedied by the Operator with all reasonable dis¬ 
patch and performance resumed at the earliest prac¬ 
ticable time after cessation of the cause of such in¬ 
terruption. 

6. Competition. The Operator agrees that, with¬ 
out the express written approval of the Commis¬ 
sion, neither the Operator nor any affiliate, sub¬ 
sidiary or holding company will operate or cause 
or permit any unsubsidized vessels owned or con¬ 
trolled by any of them to be operated in the for¬ 
eign commerce of the United States in competi¬ 
tion with any other service route, or line receiving 
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financial aid pursuant to the provisions of the 
Act. 

7. Condition of Vessels. The Operator agrees 
that each subsidized vessel which was not operated 
as a subsidized vessel under the Act immediately 
prior to the commencement of the first voyage made 
by such vessel hereunder (hereih sometimes re¬ 
ferred to as the newly subsidized vessels) shall be 
inspected by the Commission prior to the com¬ 
mencement of such first voyage. A report of such 
inspection shall be furnished by the Commission 
to the Operator. If in any case the Commission 
determines that, because of exceptional circum¬ 
stances, it is impracticable for it to make such 
initial inspection, the vessel shall be inspected by 
the Operator and a report of such inspection, in 
such form and detail as the Commission may pre¬ 
scribe, shall be furnished to the Commission by 
the Operator. The Operator further agrees that 
all subsidized vessels shall, at the commencement 
of each voyage be well and sufficiently tackled, 
appareled, furnished, and equipped, and in every 
respect seaworthy and in good running order, con¬ 
dition, and repair so far as due diligence can make 
them so. In the case of newly subsidized vessels, 
expenses required pursuant to the preceding sen¬ 
tence in connection with the first voyage under this 
agreement shall be for the account of the Operator. 

Each vessel shall, at the commencement of serv¬ 
ice, carry the Bureau of Marine Inspection and 
Navigation Certificate and Classification Society 
Certificate. All outstanding insurance repairs and 
other outstanding repairs required by the Bureau 
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of Marine Inspection .and Navigation and the 
Classification Society in order that a newly sub¬ 
sidized vessel may retain her then class with said 
Bureau and Society and her other United States 
required Navigational Certificates shall be accom¬ 
plished for the Operator’s account prior to com¬ 
mencement of service, except with the express writ¬ 
ten approval of the Commission to defer. such 
repairs. Any newly subsidized vessel due for special 
survey prior to commencement of service shall com¬ 
plete, for the Operator’s account, such special sur¬ 
vey. 

The Operator agrees that it will maintain its 
schedule of drydocking the subsidized vessels, and 
will give the Commission reasonable notice of the 
drydocking of any such vessel and opportunity to 
have a representative of the Commission present 
at that time. The Commission reserves the right, 
by special order entered after reasonable written or 
telegraphic notice to the Operator, to have dry- 
docked at the expense of the Operator all newly 
subsidized vessels which were not attended by the 
Commission’s representative at time of last dry¬ 
docking, and to make internal examination of fresh 
water and/or ballast tanks, cofferdams, boilers, and 
superheaters, the opining up of turbines, gears, 
condensers, vacuum equipment, lubricating oil sys¬ 
tem and any other main and auxiliary machinery 
and equipment. All expenditures in connection with 
such examination and/or survey shall be for the 
account of the Operator who also agrees for its 
account to place such tanks, cofferdams, boilers, 
rotors, gears, condensers, vacuum equipment, lu- 
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bricating system, etc., of such newly subsidized ves¬ 
sels in good order prior to commencement of 
service. 

The Operator shall, for its account, place on 
board each newly subsidized vessel prior to the 
commencement of service hereunder all such spare 
parts and equipment as required in order that the 
vessel may retain her then class with the Bureau of 
Marine Inspection and Navigation and the Classi¬ 
fication Society and her other United States re¬ 
quired Navigational Certificates. Prior to the com¬ 
mencement of the first voyage made by each vessel 
hereunder, the Operator will also furnish to the 
Commission an inventory of fuel and other con¬ 
sumable stores and will afford the Commission an 
opportunity to test check such inventory and, if 
time permits, to verify such inventory in detail. 
Inventories shall be taken at the completion of the 
last voyage in each calendar year during the period 
of the agreement and at such other times as the 
Commission may require. Any vessel presently not 
classified with the American Bureau of Shipping 
shall be transferred to that Society for classifica¬ 
tion as soon as practicable and not later than upon 
the expiration of its present foreign classification 
certificate. 

8. Efficient Operation. The Operator agrees to 
conduct its business and its operations with respect 
to the vessels, services, routes and line referred to 
in this agreement in the most economical and 
efficient manner, but with due regard to the wage 
and manning scales and working conditions pre¬ 
scribed by the Commission. 
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9. Minimum Manning and Wage Seales and Rea¬ 
sonable Working Conditions. The Operator agrees 
that at all times during the period of this agree¬ 
ment, it will comply with the minimum manning 
scales and minimum wage scales and the require¬ 
ments as to reasonable working conditions now or 
herafter adopted by the Commission pursuant to 
Section 301(a) of the Act and in effect from time 
to time. A copy of the minimum manning scales, 
minimum wage scales, and requirements as to rea¬ 
sonable working conditions now in effect and ap¬ 
plicable to the subsidized vessels is annexed hereto 
marked “ Schedule 1.” Any additions thereto or 
changes therein, made from time to time during 
the period of this agreement, shall similarly be 
annexed hereto as a supplement or replacement of 
said Schedule 1, which shall be kept at all times 
current and complete. The Operator w r ill post and 
keep posted in a conspecuous place on each vessel 
operated by it a copy of such minimum manning 
and wage scales and working conditions then in 
effect and applicable to such vessel. If such copy 
is not furnished by the Commission, it shall be 
printed by the Operator in type satisfactory to the 
Commission. Any increase in the operating-dif¬ 
ferential which the Commission shall find to have 
been occasioned by the adoption of or change in 
minimum manning scales and minimum wage scales 
and requirements as to reasonable working condi¬ 
tions, after the date of this agreement, shall be 
added to the gross operating-differential subsidy 
previously authorized for such vessels pursuant to 
Article 28. In determining the amount of such in- 
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crease in operating-differential there shall be taken 
into account any increase in similar items of ex¬ 
pense, in the operation of vessels of the foreign 
country or countries with respect to which the 
percentages of differential for said items, set forth 
in said Article 28, have been calculated. It is agreed 
that if any structural changes are required under 
this Article, the amount which the Operator shall 
be entitled to receive under this agreement on ac¬ 
count thereof shall be determined by applying to 
the cost of such changes the subsidy percentage 
specified in Article 28 for the item of “Repairs not 
compensated by insurance 

10. Maintenance and Repairs. The Operator 
agrees to maintain and keep each vessel and her 
machinery, boilers, appurtenances, and spare parts 
in good order and condition during this agreement 
and shall keep each vessel with full unexpired 
Classification Certificate at all times. With the 
express written approval of the Commission, the 
Classification Certificate may expire during idle or 
inactive period. Pursuant to such regulations as 
the Commission may hereafter adopt, the Operator 
will give due notice of the making of repairs and/or 
replacements in the United States and will afford 
the Commission an adequate opportunity to have 
its representative present to inspect fully the items 
to be repaired and the proposed replacements, it 
being understood that the Commission will not. by 
the exercise of its right to have a representative 
present, unduly delay the sailing of any vessel. The 
Commission may take such action as it deems ad¬ 
visable to ascertain that all repairs and/or replace- 
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ments have been accomplished as specified. In mak¬ 
ing repairs, the Operator shall use due diligence to 
minimize expense and shall comply with all rules 
and regulations, with reference to competitive bid¬ 
ding or other procedure, which the Commission has 
adopted or may hereafter adopt in connection there¬ 
with. 

11. Use of United States Goods. Whenever prac¬ 
ticable, the Operator shall use only articles, ma¬ 
terials, and supplies of the growth, production, and 
manufacture of the United States, as defined in 
Section 505(a) of the Act, except when it is neces¬ 
sary to purchase supplies and equipment outside 
the United States to enable such vessel to continue 
and complete her voyage, and the Operator shall 
perform repairs to subsidized vessels within the 
continental limits of the United States, except in 
an emergency. 

12. Development of American-flag Merchant Ma¬ 
rine. The Operator will cooperate with the Commis¬ 
sion and with other American-flag companies in the 
development of the American-flag merchant marine 
as a whole, and, wherever practicable, the Operator 
will favor American-flag companies in Transship¬ 
ping of cargo, in selecting foreign and domestic 
agents or other representatives, and in the rental 
of terminal and other facilities and in related 
matters. 

13. Insurance. The Operator agrees at all times 
during the period of this agreement to carry and 
maintain insurance in full force and effect on all 
the vessels named above covering marine, protec¬ 
tion and indemnity, and port risks, and such other 
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forms as the Commission may require on forms of 
policy and in amounts and with insurers or under¬ 
writers satisfactory to the Commission. Existing 
insurance will not be disapproved unless found by 
the Commission to be clearly unsatisfactory. The 
Operator, with the written consent of the Commis¬ 
sion, may act in the capacity of self insurer to the 
extent permitted by the Commission. 

14. Bond: Security. The Operator agrees that 
before submitting the first voucher for payment 
hereunder it will furnish to the Commission a bond 
with sufficient suretv in the amount of Two Hun- 
dred Fifty Thousand Dollars ($250,000.00), such 
bond to be approved by the Commission both as 
to form and sufficiencv of suretv, and to be con- 

v •/ 7 

ditioned upon the true and faithful performance of 
all and singular the covenants and agreements of 
the Operator contained in this agreement, and par¬ 
ticularly upon the refund by the Operator to the 
Commission of any amount by which payments on 
account of the operating-differential subsidy, made 
pursuant to Article 28 hereof, shall exceed the 
amount determined to be payable to the Operator 
hereunder upon the annual accounting as provided 
in Article 32 hereof. The Operator may, in lieu of 
furnishing such bond, pledge United States Govern¬ 
ment securities, Two Hundred Fifty Thousand Dol¬ 
lars ($250,000.00) face value, under an agreement 
satisfactory in form and substance to the Commis¬ 
sion. 

B. Conduct of Business. 

15. Business not Related to Shipping. The Oper¬ 
ator agrees that, during the term of this agreement, 
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it will not, directly or indirectly, embark upon any 
new enterprise or business activity not directly con¬ 
nected with the business of shipping. 

16. Employment of Affiliates, etc. The Operator 
agrees (a) not to supply any stevedoring, ship- 
repair, ship-chandler, or towboat services to the 
subsidized vessels; (b) not to employ any person 
or concern performing or supplying stevedoring, 
ship-repair, ship-chandler, towboat, or kindred serv¬ 
ices to the subsidized vessels; and (c) not to rent 
office or other space from any person; if the Oper¬ 
ator or any subsidiary company, holding company, 
affiliate company, or associate company of the Oper¬ 
ator, or any officer, director, or employee of the 
Operator, or any member of the immediate family 
of the Operator, officer, director, or employee, or 
any member of the immediate family of any officer, 
director, or employee, of such subsidiary company, 
holding company, affiliate company, or associate 
company of the Operator owns any pecuniary in¬ 
terest, directly or indirectly, in the person or con¬ 
cern supplying such services to the subsidized ves¬ 
sels or renting such office space, or receives any 
payment of other thing of value, directly or in¬ 
directly, as a result of such employment of services 
or renting of space. With the express written ap¬ 
proval of the Commission, however, the Operator 
or a subsidiary company wholly owned by such 
Operator may supply such services only to the ves¬ 
sels of the Operator; provided that in the ease of 
a subsidiary company the profits, if any, of such 
subsidiary company, with respect to such services 
to the subsidized vessels shall become a part of 
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the earnings of the Operator, and shall be accounted 
for as provided in clause 5 of Section 606 of the 
Act, and Article 36 of this agreement. Notwith¬ 
standing the foregoing, the Operator may contract 
with a holding company, affiliate company, or asso¬ 
ciate company of the Operator for the use of ter¬ 
minal facilities or the rental of office or other space 
by the Operator, but only if the contract for the 
use of such facilities or space is approved by the 
Commission. 

17. Employment of Managing or Operating 
Agent. The Operator agrees that it -will not employ 
any other person or concern as the managing or 
operating agent of the Operator. 

18. Charter of Subsidized Vessels. The Operator 
agrees that, without the express written consent of 
the Commission, it will not charter any vessel upon 
which an operating-differential subsidy is to be 
paid, for actual ship operation by another person 
or concern, which such vessel is being operated 
under this agreement, and if such charter is made 
the person or concern operating the chartered ves¬ 
sel or vessels shall be subject to all the terms and 
provisions of the Act including limitations of profits 
and salaries. 

19. Sale, Transfer or Assignment. Without the 
written consent of the Commission, the Operator 
shall not sell, assign or transfer either directly or 
indirectly or through any reorganization, merger or 
consolidation, this agreement or any interest therein 
nor shall any agreement or arrangement be made 
by the Operator whereby the maintenance, manage¬ 
ment or operation of any aforesaid service, route, 
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line or vessels is to be performed by any other per¬ 
son. In the event the Commission consents to such 
agreement or arrangement, the agreement or ar¬ 
rangement shall make provision whereby the per¬ 
son undertaking such maintenance, management or 
operation agrees to be bound by all the provisions 
of this agreement and of the Act applicable thereto 
and the rules and regulations prescribed pursuant 
to the Act. 

20. Salaries and Fees. No director, officer, or 
employee, (which term shall be construed in the 
broadest sense to include, but not be limited to, 
managing trustee or other administrative agent) 
shall be compensated at an excessive rate, nor shall 
any such person receive from the Operator and its 
affiliate, subsidiary, associate, directly or indirectly, 
wages, salary, allowances of compensation in any 
form for personal services which will result in such 
persons receiving a total compensation for his per¬ 
sonal services from such sources exceeding in 
amount or value Twenty-five Thousand Dollars 
($25,000.00) per annum. 

21. Supervision of Employment. Whenever the 
Operator is in default with respect to any mortgage, 
note, purchase contract or other obligations to the 
Commission, or has not maintained, in a manner 
satisfactory to the Commission, all of the reserves 
provided for in this agreement, the Commission 
shall have the right to supervise the number and 
compensation of all officers and employees of the 
Operator, and the Operator agrees that it will then 
comply with all instructions of the Commission 
with respect thereto. 
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22. Employment of Member of Congress. Tlie 
Operator agrees not to employ any Member or Con¬ 
gress either with or without compensation, as an 
attorney, agent, officer, or director. 

23. Vessel Personnel. The Operator agrees that 
during the period of this agreement: 

In so far as is practicable, officers’ living quarters 
shall be kept separate and apart from those fur¬ 
nished for members of the crew; 

Licensed officers and unlicensed members of the 
crew shall be entitled to make complaints or recom¬ 
mendations to the Commission, Coast Guard, or 
Department of Labor, providing they file such com¬ 
plaint or recommendation with their immediate 
superior, who shall be required to forward such 
complaint or recommendation with his remarks to 
the Commission, Coast Guard, or Department of 
Labor: 

Licensed officers who are members of the Naval 
Reserve Corps shall wear on their uniforms such 
special distinguishing insignia as may be approved 
by the Secretary of the Navy; officers being those 
men serving under licenses issued by the Bureau 
of Marine Inspection and Navigation of the De¬ 
partment of Commerce; 

The Uniform stripes, decoration, or other insignia 
shall be of gold braid or woven gold or silver 
material, to be worn by officers, and no member of 
the ship’s crew other than licensed officers shall be 
allowed to wear any uniform with such officer’s 
identifying insignia; 

No discrimination shall be practiced against li¬ 
censed officers, who are otherwise qualified, because 
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of their failure to qualify as members of the Naval 
Reserve Corps; 

Licensed officers shall take their meals in the 
main dining salon of the vessel and no other place 
during regular meal hours, except in cases of emer¬ 
gency; 

The Operator shall comply with the laws with 
reference to citizenship of licensed officers and 
crews and the rules and regulations of the Bureau 
of Marine Inspection and Navigation with refer¬ 
ence to crews’ quarters; and 

The Commission reserves the right to adopt regu¬ 
lations providing for cadets or apprentices to be 
carried upon subsidized vessels at the expense of 
the Operator. When and if such regulations are 
promulgated by the Commission, the Operator 
agrees to observe such regulations governing the 
selection of such cadets or apprentices, and their 
minimum wages, working conditions, status, duties 
and course of training. Nothing herein prescribed 
shall adversely affect the carrying of cadets under 
rules and regulations of the subsidized Operator, 
pending the promulgation of rules and regulations 
by the Commission. 

24. Foreign-flag Vessels. Neither the Operator, 
nor any holding company, subsidiary, affiliate, or 
associate of the Operator, nor any officer, director, 
agent, or executive thereof shall, directly or in¬ 
directly, own, charter, act as agent or broker for, 
or operate any foreign-flag vessel which competes 
with anv American-flag vessel service which mav be 
determined by the Commission to be essential. 

25. Coastwise or Intercoastal Service. Except as 
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otherwise provided in this Article, neither the Oper¬ 
ator, nor any holding company, subsidiary, affiliate, 
or associate of the Operator, nor any officer, direc¬ 
tor, agent, or executive thereof shall, without the 
written permission of the Commission, directly or 
indirectly, own, operate, or charter any vessel or 
vessels engaged in the domestic intercoastal or coast¬ 
wise service, nor own any pecuniary interest, di¬ 
rectly or indirectly, in any person or concern that 
owns, charters, or operates any vessel or vessels in 
the domestic intercoastal or coastwise service. If 
the Operator or other person above described or a 
predecessor in interest w’as in bona fide operation 
as a common carrier by water in the domestic, inter¬ 
coastal or coastwise trade in 1935 over the route 
or routes or in the trade or trades presently oper¬ 
ated by it and has so operated since that time, or 
if engaged in furnishing seasonal service only, was 
in bona fide operation in 1935 during the season 
ordinarily covered by its operation, except in either 
event as to interruptions of service over which the 
Operator or its predecessor in interest had no con¬ 
trol, such person may continue such operations 
during the period of this agreement ; provided that, 
in such event, none of the persons mentioned in 
this article shall divert, directly or indirectly, any 
moneys, property or other thing of value used in 
foreign trade operation, for which a subsidy is 
paid by the United States, into any such coastwise 
or intercoastal operations. 

26. Preference and Conference Agreements. The 
Operator shall not unjustly discriminate in any 
manner so as to give preference, directly or indi- 
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rectly, in respect to cargo in which the Operator 
has a direct or indirect ownership or purchase or 
vending interest. If the Operator carries any cargo 
on behalf of or for the account of the Operator, or 
any associate, affiliate, subsidiary or parent com¬ 
pany of the Operator, the Operator will not dis¬ 
criminate in its favor, or in favor of any such 
associate, affiliate, subsidiary or parent company, in 
regard to rates charged or service rendered. The 
Operator also will hold confidential and will not 
reveal to any such associate, affiliate, subsidiary or 
parent company, any information whatsoever in 
regard to cargo of similar kind or nature which 
the Operator may at any time carry for any other 
interests. 

The Operator shall not continue as a party to or 
conform to any agreement with another carrier 
or carriers by water, or engage in any practice in 
concert with another carrier or carriers by water, 
which is unjustly discriminatory or unfair to any 
other citizen of the United States who operates a 
common carrier by water exclusively employing 
vessels registered under the laws of the United 
States on any established trade route from and to 
a United States port of ports. 

27. Accounting, Reports, and Supervision. 

(a) The Operator and every affiliate, domestic 
agent, subsidiary, or holding company connected 
with, or directly or indirectly controlling or con¬ 
trolled by, the Operator (1) shall keep its books, 
records, and accounts relating to the maintenance, 
operation, and servicing of the vessel or vessels, 
services, routes, and lines covered by this agreement 
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in such form and under such regulations as may 
be prescribed by the Commission, but the Commis¬ 
sion shall not require the duplication of books, 
records, and accounts required to be kept in some 
other form by the Interstate Commerce Commis¬ 
sion; and (2) shall file, upon notice from the Com¬ 
mission, balance sheets, profit and loss statements, 
and such other statements of financial operations, 
special reports, memoranda of any facts and trans¬ 
actions, which in the opinion of the Commission 
affect the financial results in, the performance of, 
or transactions or operations under, this agree¬ 
ment. 

(b) The Commission is hereby authorized to ex¬ 
amine and audit the books, records, and accounts 
of all persons referred to above in this Article 
whenever it may deem it necessary or desirable, in¬ 
cluding an analysis of the surplus and all support¬ 
ing accounts. The Operator agrees to allow any 
and all auditors, inspectors, attorneys, and other 
employees, designated by the Commission, full, free 
and complete access at all reasonable times, to all 
vessels owned by the Operator when in port or 
undergoing repairs and to all books, records, papers, 
memoranda or other documents of the Operator 
wherever located or of any holding company, sub¬ 
sidiary company or affiliated company of the Oper¬ 
ator pertaining to any activities relating in any way 
to the vessels, services, or lines covered by this 
agreement, and further agrees to permit the making 
of photostatic or other copies of any such books, 
records, papers, memoranda or other documents 
and to furnish without charge adequate office space 
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and other facilities reasonably required by such 
auditors, attorneys, or inspectors in the perform¬ 
ance of their duties. The Operator further agrees 
to establish and maintain from time to time such 
checks upon or systems of control of expenditures 
or revenues in connection with the operation of 
the subsidized vessels as the Commission may re¬ 
quest. 

(c) The Operator agrees that upon the request 
and at the expense (except as provided in any then 
outstanding mortgage) of the Commission it will 
carry upon any of the subsidized vessels at any time 
during the period of this agreement not more than 
three representatives of the Commission at any one 
time, will give such representatives full, free, and 
complete access at all reasonable times to all parts 
of such vessel, and will cooperate with such repre¬ 
sentatives in the making of any inspection or in¬ 
vestigation which the Commission may deem de¬ 
sirable. 

(d) Upon the willful failure or willful refusal 
of any person described in this Article to comply 
with the above provisions of this Article, the Com¬ 
mission shall have the right to rescind this agree¬ 
ment, and upon such rescission, the Commission 
shall be relieved of all further liabilitv under this 
agreement. 

C. Determination and Pavment of Subsidv. 

28. Calculation of Amount. Subject to the pro¬ 
visions for adjustments and revision herein set 
forth and to all other terms and conditions of this 
agreement, the Commission agrees to pay to the 
Operator, if and when such payments shall become 
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due hereunder, as an operating-differential subsidy 
sums not in excess of the fair and reasonable cost 
of insurance, maintenance, repairs not compensated 
by insurance, wages and subsistence of officers and 
crews, over the estimated fair and reasonable cost 
of the same items of expense if such vessels were 
operated under the registry of a foreign country 
whose vessels are substantial competitors of the 
vessels covered by this agreement. 

For the purpose of this agreement, and subject 
to the provisions for adjustment and revision herein 
set forth, the differentials referred to in the pre¬ 
ceding paragraph, which the Commission agrees to 
pay hereunder, shall be the following respective 
percentages of the fair and reasonable cost to the 
Operator of the items listed below: 

Percentage of Differential 




Line A 

Line B 


Cool idge 

535’s 


Waees of officers and crew. 

64.7# 

63.4% 

60.9% 

Subsistence of officers and crew. 

54.63% 

57.6% 

52.7% 

Subsistence of passengers. 

9.03% 

8.85% 

9.74% 

Maintenance (Meaning expend- 




able equipment, stores and sup- 




plies, but not fuel). 

23.73% 

23.56% 

21.72% 

Maintenance—shore gang . 

70.27% 

71.82% 

70.60% 

Repairs not compensated by insur- 




anee (including self-insured re- 




pairs) . 

67.26% 

67.08% 

65.37% 

Hull insurance. 

45% 

35% 

35% 

P. & T.insurance. 

33 / 3 % 

33 / 3 % 

33 / 3 % 


The Commission in its discretion may add addi¬ 
tional items and fix the percentages of differentials 
with respect thereto if it is established to the satis¬ 
faction of the Commission that the Operator is at 
a substantial disadvantage with respect to such 
items in competition with vessels of foreign regis- 
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try which are substantial competitors of the vessels 
covered by this agreement. In accordance with Sec¬ 
tion 604 of the Act, the Commission may also grant 
additional subsidy where necessary to offset the 
effect of governmental aid paid to foreign competi¬ 
tors. 

The amount of future payments to the Operator 
hereunder shall be subject to review and readjust¬ 
ment from time to time, but not more frequently 
than once a year, at the instance of the Commission 
or the Operator. Such readjustment shall be subject 
to the provisions of the Act and particularly Sec¬ 
tion 603(b) thereof, and if it cannot be reached by 
mutual agreement shall be made in the manner set 
forth in clause (1) of Section 606. 

29. Withholding and Reduction of Payments. 

(a) No operating-differential subsidy shall be 
paid until the Operator shall have furnished evi¬ 
dence satisfactory to the Commission that the wages 
prescribed in accordance with Subsection 301(a) of 
the Act have been paid to the ship’s personnel. 

(b) The Commission shall withhold the payment 
of operating-differential subsidy while the Operator 
is in default in any payments due the United States 
on account of any construction loan or construc¬ 
tion agreement, charter party, ship sales mortgage 
notes, or any other obligation due the United States, 
and shall apply the amount so withheld to the satis¬ 
faction of such debt. 

(c) The amount of any operating-differential 
shall be reduced under such terms and in such 
amounts as the Commission shall determine for any 
periods in which any of the vessels are laid up. 
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(d) If any subsidized vessel making a voyage 
with respect to which an operating-differential sub¬ 
sidy may be paid, pursuant to Section 605(a) of the 
Act, earns gross revenue in the carriage of mail, 
passengers or cargo by reason of coastal or inter¬ 
coastal trade, the subsidy payment for the entire 
voyage shall be reduced by an amount which bears 
the same ratio to the subsidy otherwise payable as 
such gross revenue bears to the gross revenue de¬ 
rived from the entire voyage. In making this com¬ 
putation, subsidy payments shall not be included in 
gross revenue. 

30. Limitations upon Subsidy Payment. Any¬ 
thing herein to the contrary notwithstanding, no 
payment of an operating-differential subsidy shall 
be made with respect to any of the following: 

(a) Expenses incurred for articles, materials, 
supplies or equipment purchased or delivered out¬ 
side of the United States. 

(b) Expenses incurred in connection with the 
repair of vessels outside of the United States. 

(c) Expenses incurred on account of obligations 
incurred while the Operator is for any reason in¬ 
eligible for a subsidy under the Act. 

(d) Expenses incurred in connection with a voy¬ 
age made by any vessel above named during any pe¬ 
riod when such vessel is for any reason not eligible 
for a subsidy under the Act. 

( o) Expenditures made or which the Commission 
finds should have been made to place the subsidized 
vessels in good running order, condition, and re¬ 
pair, sufficiently tackled, appareled, furnished and 



vs. Emory S. Land, et al 


225 


equipped at the commencement of such vessel’s first 
voyage under this agreement. 

(f) Expenses incurred in violation of the Act or 
of this agreement or on account of any obligations 
resulting from any action taken in violation of the 
Act or of this agreement. 

(g) Expenses found by the Commission to have 
been clearly improvident, unnecessary or excessive. 

31. Payments on Account. If the Operator shall 
have given a bond to the Commission satisfactory in 
amount and with acceptable surety conditioned upon 
repayment to the Commission of any amounts paid 
hereunder in excess of the amounts found to be pay¬ 
able upon the annual accounting, payments on ac¬ 
count may be made after the completion of each voy¬ 
age or, under exceptional circumstances, at such 
earlier dates and upon such special conditions as the 
Commission may determine. Such payments together 
with payments on account theretofore made during 
the then current year, (not including any payments 
made upon the annual accounting) shall in no case 
exceed in the aggregate 75 per centum of the amount 
then estimated to have accrued to the Operator on 
account of operations under this agreement during 
such year. Before making such payments the Com¬ 
mission may require such evidence as it deems neces¬ 
sary with respect to the amount and circumstances of 
payment of the items specified in Article 28 and com¬ 
pliance by the Operator with the various terms and 
conditions of this agreement. 

32. Annual Accounting and Adjustments. The 
fiscal year of the Operator for purposes of this agree- 
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ment shall be the calendar year, and accounting shall 
be based on voyages completed under this agreement 
within the year. There shall be a final accounting 
hereunder between the Operator and the Commission 
as soon as practicable after the end of each calendar 
year. At the time of such annual accounting, pay¬ 
ments of any balance then due hereunder with re¬ 
spect to voyages completed during the accounting 
year shall be made by the Commission, and at that 
time such payments as are required by Articles 33 
and 34 hereof shall be made into the capital reserve 
fund and the special reserve fund. 

D. Reserves and Dividends. 

33. Capital Reserve Fund. There shall be estab¬ 
lished at the time of the first payment required to be 
made therein a capital reserve fund, subject to joint 
control of the Operator and the Commission, with a 
depository or depositories who shall be selected by 
the Operator with the approval of the Commission. 

There shall be deposited in the capital reserve 
fund— 

(a) Upon the final accounting under the Tempor¬ 
ary Operating-Differential Subsidy Agreement, any 
amounts required by Section 33 of said agreement to 
be deposited in the capital reserve fund there pro¬ 
vided for; 

(b) Promptly upon receipt thereof, the proceeds 
of all insurance indemnities received by the Operator 
on account of the total loss of any subsidized vessel, 
insurance proceeds on account of partial loss of any 
subsidized vessel in excess of repair expenditures, 
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and the proceeds of sale or other disposition of sub¬ 
sidized vessels. 

(c) At the time of each annual accounting, to the 
extent that there are available net earnings (before 
depreciation) of operation of the subsidized vessels 
during the year covered by such accounting, an 
amount equal to the annual depreciation charges on 
the subsidized vessels, computed on a twenty-year 
life expectancy of the subsidized vessels, actually 
earned during the accounting year, and also the 
amount, if any, by which such annual depreciation 
charges for prior years under this agreement shall 
have exceeded the payments made into the capital 
reserve fund with respect thereto out of available net 
earnings for such prior years; and 

(d) From time to time during the period of this 
agreement, such percentage of the annual net profits 
of the operation of the subsidized vessels as the Com¬ 
mission shall determine is necessary further to build 
up a fund for replacement of the subsidized vessels; 
but, subject to the provisions of Article 35, the Com¬ 
mission shall not require the Operator to make such 
deposit of the Operator’s net profits of operation of 
the subsidized vessels, in the capital reserve fund 
unless such cumulative net profits of the Operator, 
at the time such deposit is to be made, shall be in 
excess of 10 per centum per annum from the date of 
execution of this agreement. 

During the period of this agreement, payments 
shall be made from the capital reserve fund (except 
in exceptional circumstances as provided in the next 
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sentence of this paragraph) for the following pur¬ 
poses and no others: 

(i) Payment of the principal when due of all 
notes secured by mortgage on the subsidized ves¬ 
sels ; and 

(ii) The purchase of replacement vessels or re¬ 
construction of vessels or additional vessels to be 
employed by the Operator on an essential foreign- 
trade line, route, or service approved by the Com¬ 
mission. 

As provided in Section 607(a) of the Act, if, during 
any accounting year, the Operator’s general funds 
have become seriously depleted due to operating 
losses on the subsidized vessels and the special re¬ 
serve fund has been exhausted, the Commission may, 
in its discretion, permit the Operator temporarily 
to withdraw from its capital reserve fund such excess 
therein on deposit over and above the amount neces¬ 
sary to pay the principal amount currently due or 
about to become due on the Operator’s mortgage obli¬ 
gation on the subsidized vessels; provided, however, 
that the sum so withdrawn shall be repaid to the capi¬ 
tal reserve fund as soon as the Operator’s financial 
condition shall in the judgment of the Commission 
permit 

34. Special Reserve Fund. There shall be estab¬ 
lished at the time of the first annual accounting here¬ 
under a special reserve fund, subject to joint control 
of the Operator and the Commission, with a deposi¬ 
tory or depositories who shall be selected by the 
Operator with the approval of the Commission. 
There shall be deposited in the special reserve fund 
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at the time of each annual accounting hereunder the 
amount, if any, of the net profits of the operation of 
the subsidized vessels in excess of 10 per centum per 
annum on the Operator’s capital necessarily em¬ 
ployed in the operation of the subsidized vessels re¬ 
maining after deducting any payments made from 
such net profits into the capital reserve fund (wheth¬ 
er on account of depreciation for a prior period or 
as a payment required pursuant to clause (d) of 
Article 33 to further build up a fund for replacement 
of the subsidized vessels). 

No payments shall be made from the special re¬ 
serve fund during the period of this agreement ex¬ 
cept (a) reimbursement to the Operator’s general 
funds for any losses in the operation of the subsi¬ 
dized vessels and services incident thereto sustained 
during the period of this agreement; (b) reimburse¬ 
ment to the Operator’s general funds for current 
operating losses on completed voyages of subsidized 
vessels whenever the Commission shall determine 
that it is improbable that such current losses will be 
made up by profits on other voyages during the cur¬ 
rent year; (c) payment of amounts due from the 
Operator to the Commission for reimbursement of 
half of the profits in excess of 10 per centum per an¬ 
num on the Operator’s capital necessarily employed 
in the operation of the subsidized vessels, as provided 
in Article 36, but during the period of this agreement 
no payment of such reimbursement shall be made un¬ 
less after the payment the balance remaining in the 
special reserve fund would be at least equal to 5 per 
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centum of the Operator’s capital necessarily em¬ 
ployed in the operation of the subsidized vessels. 

Upon application of the Operator, the Commission, 
in its discretion, may permit the investment by the 
Operator of some or all of the Operator’s capital 
and special reserve fund in approved interest-bear¬ 
ing: securities, approved by the Commission, upon 
condition that the interest on such securities shall be 
deposited in the capital reserve fund. 

35. Dividends. During the period of this agree¬ 
ment- the Operator shall adopt and maintain a con¬ 
servative dividend policy in order to insure the 
'prompt discharge of all its obligations and in order 
to provide adequate cash reserves against losses due 
to unusual contingencies and for other needs and the 
Operator will give the Commission prompt notice of 
the declaration of any dividend. Subject to the fore¬ 
going agreements, the Operator may pay as divi¬ 
dends in any year (a) out of net profits from opera¬ 
tion of the subsidized vessels remaining after the 
required payments into the reserve funds provided 
for in Articles 33 and 34 hereof, a sum not in excess 
of 10 per centum of the Operator’s capital necessar¬ 
ily employed in the operation of the subsidized ves¬ 
sels, and (b) an amount fixed with approval of the 
Commisison out of any excess over 5 per centum of 
the Operator’s capital necessarily employed in the 
operation of the subsidized vessels remaining after 
the making of all payments from the special reserve 
fund required by Article 34 hereof. 

36. Recapture of Excess Profits. At the end of the 
calendar year 1942, at the expiration of each subse- 
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quent five year period, and upon the termination of 
this agreement, the Commission shall determine the 
amount of the net profit of the Operator on its subsi¬ 
dized vessels and services incident thereto during the 
period from the commencement of this agreement or 
the expiration of the preceding five year period after 
deduction of depreciation charges based upon a 
twenty-year life expectancy of the subsidized vessels. 
If such net profit has exceeded 10 per centum per 
annum upon the Operator’s capital investment nec¬ 
essarily employed in the operation of the subsidized 
vessels, services, routes, and lines, the Operator shall 
pay to the Commission an amount equal to one-half 
of such profits in excess of 10 percentum per annum 
as partial or complete reimbursement for operating- 
differential subsidy payments received by the Opera¬ 
tor for such period, but the amount of excess profits 
so recaptured shall not in any case exceed the amount 
of the operating-differential subsidy payments there¬ 
tofore made to the Operator for such period under 
this agreement, and the repayment of such reim¬ 
bursement to the Commission shall be subject to the 
provisions of Section 607 of the Act and Article 34 
hereof. Such reimbursement to the Commission, if 
deferred in accordance with the provisions of clause 
(c) of Article 34 shall be payable from the special 
reserve fund or other funds upon termination of the 
agreement, and the Commission shall have a pre¬ 
ferred lien on the special reserve fund for such de¬ 
ferred reimbursement. 

37. Definitions. The terms “net earnings” or “net 
profit”, and “capital necessarily employed” or “cap- 
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ital investment necessarily employed”, as used here¬ 
in with respect to the operation of the subsidized ves¬ 
sels and services incident thereto, are hereby defined 
for the purposes of this agreement only, as follows : 

(a) “Net earnings” or “net profit” shall be deter¬ 
mined by deducting from gross income, as herein¬ 
after defined for the purposes of this agreement only, 
such direct vessel operating expenses, terminal and 
other auxiliary operating expenses, administrative 
and general expense, interest expense, amortization 
of deferred charges, depreciation, taxes based upon 
the income from subsidized operations, and all other 
charges which are customarily made in accordance 
with sound accounting practice in determining net 
profits, all as the Commission may deem fair and 
reasonable; provided, that no such deduction shall be 
made on account of any item described in clause (e), 
(f) or (g) of Article 30; and provided further, that 
in instances where the Operator is engaged in other 
activities in addition to operation of subsidized ves¬ 
sels, such charges other than those directly allocable 
to vessel operations shall be probated between the 
subsidized and unsubsidized activities on such basis 
as the Commission may determine. In so far as ves¬ 
sels are concerned, depreciation shall be computed on 
an economic life of twenty years and on the basis of 
the value at which the vessels are included in “capital 
necessarily employed in the business,” as below de¬ 
fined. 

“Gross income” shall include such items as revenue 
earned from the carriage of cargo, passengers, and 
mail, terminal and other auxiliary operations, and 
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miscellaneous profits and losses, such as those aris¬ 
ing from pooling agreements, advance and prepaid 
beyond items, bar and slop chest, and other transac¬ 
tions as the Commission may determine are properly 
included. “Gross income’’ shall include also interest 
earned, dividends received, and other non-operating 
income, as well as all accruals to the Operator here¬ 
under as an operating-differential subsidy. If the 
Operator engages in any other activities in addition 
to the operation of the subsidized vessels, the reve¬ 
nues and miscellaneous income, other than those ex¬ 
clusively applicable to the operation of the subsidized 
vessels, shall be prorated between the subsidized and 
unsubsidized activities, on such basis as the Commis¬ 
sion may determine to be fair and reasonable. 

Income from and expenses attributable to assets 
excluded in the computation of “capital necessarily 
employed in the business,” as hereinafter defined, 
shall not be included in the computation of “net earn¬ 
ings” or “net profit,” as above defined. 

In determining “net earnings” or “net profit,” as 
above defined, all profits and losses of subsidiary 
companies which are required to be included in the 
earnings of the Operator under Section 803 of the 
Act shall be taken into account. 

(b) “Capital necessarily employed in the busi¬ 
ness” or “capital investment necessarily employed in 
the operation of the subsidized vessels, services, 
routes, and lines” shall be determined upon the basis 
of the net worth reported by Operator in its balance 
sheet as at December 31, 1937, adjusted as herein¬ 
after provided. For the purpose of this determina- 
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tion, net worth, as stated in the balance sheet of the 
Operator, shall be deemed to include capital stock, 
surplus and such subdivisions thereof as capital sur¬ 
plus, earned surplus and accounts of like nature. Net 
worth, as thus stated, shall be adjusted in such man¬ 
ner as the Commission may determine to be fair and 
reasonable, including the elimination of apprecia¬ 
tion, adequate statement of the liabilities, and such 
other adjustments as are consistent with sound ac¬ 
counting principles. In the computation of “capital 
necessarily employed in the business/' good will, in¬ 
tangibles not actually purchased and paid for, and 
stock held in treasury shall be excluded. Vessels shall 
be included in “capital necessarily employed in the 
operation of the subsidized vessels and services inci¬ 
dent thereto" only during the period of operation 
thereof under this agreement. Appropriate allocation 
shall be made in the event that any of the vessels is 
operated under this agreement for only part of any 
fiscal period. 

Vessels or other assets shall be valued at cost, in¬ 
cluding betterments and reconditioning costs, to the 
present owner or to any former owner at any time 
affiliated or associated directly or indirectly with the 
present owner, whichever is the lower, less deprecia¬ 
tion; provided, that the cost of acquisition of assets 
acquired in exchange for capital shares of other se¬ 
curities of the Operator from other than holding, 
subsidiary, affiliated or associated companies, shall 
not be in excess of the fair value of such property at 
the date of acquisition. In so far as vessels are con¬ 
cerned, depreciation shall be based upon a twenty- 
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year life, except in such instances as the Commission 
may otherwise prescribe, with such allowance for 
residual values as the Commission may determine to 
be fair and reasonable. 

Additional capital, in the form of cash or tangible 
property paid in during the period of this agreement, 
shall be included in the computation of “capital nec¬ 
essarily employed in the business” from the date 
paid in. Conversely, any withdrawals of capital shall 
be deducted from the date withdrawn; provided, 
however, that no capital shall be withdrawn and no 
share capital shall be converted into debt without the 
prior written approval of the Commission. Earnings 
for any accounting period subsequent to December 
31, 1937, shall not be included in the computation of 
the “capital necessarily employed in the business” 
for the year or other accounting period in which 
earned. 

If the Operator engaged in activities other than 
the operation of vessels on which an operating-diff¬ 
erential subsidy is paid, the Commission shall deter¬ 
mine the proper allocation of capital as between 
subsidized and all other activities. The amount so 
allocated to subsidized operations shall be deemed to 
be the “capital necessarily employed in the operation 
of the subsidized vessels and services incident there¬ 
to.” 

E. Termination Otherwise Than Upon Expiration 
of Period of Agreement. 

38. Events of Default. The following shall consti¬ 
tute events of default under this agreement: 
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(a) Any material misrepresentation by the Op¬ 
erator in connection with this agreement whether 
before or after execution hereof and whether made 
in an application, report or otherwise, or any willful 
failure by the Operator to disclose information neces¬ 
sary to cause any material representation by it not 
to be misleading. 

(b) The occurrence of any event causing the Op¬ 
erator to be ineligible for an operating-differential 
subsidy. 

(c) A voluntary sale by the Operator of this agree¬ 
ment or any interest therein, or an assignment, trans¬ 
fer, agreement or arrangement whereby the mainte¬ 
nance, management or operation of the above de¬ 
scribed service, route, line or vessels shall pass out 
of the direct control of the Operator without the con¬ 
sent of the Commission. 

(d) The filing of a petition in bankruptcy, or for 
reorganization under Section 77-B of the Bank¬ 
ruptcy Act, by the Operator, or the entry of an order, 
upon petition against the Operator, adjudicating the 
Operator a bankrupt or approving the filing of such 
petition under said Section 77-B, or the appointment 
of a receiver or receivers of the Operator or any sub¬ 
stantial part of its property, or the making of a gen¬ 
eral assignment by the Operator for the benefit of 
creditors. 

(e) Any breach by the Operator of its obligations 
under this agreement or any agreement executed in 
connection herewith, or any ship mortgage given to 




v$. Emory S. Land, et at 


237 


or construction agreement made with the United 
States, or any loan agreement with the Reconstruc¬ 
tion Finance Corporation. 

(f) Failure by the Operator to comply with any 
applicable provisions of the Act or of any law relat¬ 
ing to the operation of the subsidized vessels. 

(g) Failure by any subsidiary company, holding 
company, affiliate company or associate company of 
the Operator to conform to the provisions of this 
agreement. 

39. Termination upon Default. The Commission 
may terminate this agreement without notice to the 
Operator in case of an event of default specified in 
clause (a), (b), (c) or (d) of the preceding Article 38. 

The Commission may terminate this agreement on 
account of any other default specified in clause (e), 
(f) or (g) of the preceding article 38, if such default 
shall continue for a period of thirty (30) days after 
notice thereof has been mailed or telegraphed by the 
Commission to the Operator. 

40. Modification or Rescission at Request of Op¬ 
erator. The Operator may at any time make repre¬ 
sentations to the Commission that it cannot maintain 
and operate the above described vessels and service, 
route or line with a reasonable profit on its invest¬ 
ment and apply to the Commission for a modification 
or rescission of this agreement, and if the Commis¬ 
sion determines that said claim or representations of 
the Operator has been established, the Commission 
shall modify or rescind this agreement and permit 
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the Operator to withdraw said vessels from the serv¬ 
ice, route or line upon a date to be fixed by the Com¬ 
mission, and upon the date of such withdrawal fur¬ 
ther payments hereunder by the Commission shall 
cease and the Operator shall be discharged from 
any further obligation under this agreement. 

41. Cancellation or Modification by Mutual Con¬ 
sent: Waivers. This agreement may be terminated, 
modified, amended or extended with respect to any 
or all of the subsidized lines at any time by mutual 
consent. To the extent permitted by the Act, and 
subject to all of the terms and conditions thereof, the 
Commission may, upon request of the Operator, 
waive any of the restrictions imposed by this agree¬ 
ment upon the operation of the subsidized vessels and 
the conduct of its business by the Operator. Any such 
waiver shall be in writing and shall be limited as to 
time and subject-matter, and a copy thereof shall be 
delivered to the Operator promptly upon adoption or 
approval by the Commission. 

42. Payments in Event of Termination. If this 
agreement shall be terminated pursuant to Article 
39 hereof on account of default as set forth therein, 
no payments shall be made hereunder with respect to 
any voyage not completed on or prior to the date of 
such termination, except if and to the extent that the 
Commission may by order determine to make any of 
such further payments as vrould be authorized pur¬ 
suant to the next succeeding paragraph in event of 
termination under Article 40 or Article 41. If the 
Operator shall commit a willful and substantial 
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breach of any of its material obligations hereunder 
and such default shall not be cured within thirty (30) 
days after the Commission has given the Operator 
written notice thereof, no payments shall be received 
or retained by the Operator with respect to any voy¬ 
age terminating after the date of such notice or with¬ 
in four (4) months prior thereto, and upon demand 
by the Commission the Operator shall forthwith pay 
over to the Commission any sums theretofore re¬ 
ceived by it under this agreement with respect to 
voyages terminated during the period of four (4) 
months immediately preceding the date of such no¬ 
tice. 

In the event of termination pursuant to Article 40 
or Article 41 hereof, no payments shall be made here¬ 
under with respect to expenditures on account of obli¬ 
gations thereafter incurred by the Operator. In the 
event that there is any voyage commenced during the 
period of the agreement and not completed prior to 
its termination pursuant to said Article 40 or Article 
41, payment may be made with respect to expendi¬ 
tures theretofore made and obligations theretofore 
incurred, properly applicable to operation of the 
vessel during the period prior to such termination. 

Upon termination of this agreement all sums then 
on deposit in the capital reserve fund or the special 
reserve fund provided for in Article 33 and 34 here¬ 
of, after payment therefrom of any sums due the 
United States pursuant to the terms of this agree¬ 
ment or otherwise, shall become part of the teneral 
funds of the Operator. 
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43. Further Legislation. The Operator shall have 
the benefit of any amendments to the Act adopted 
during the period of the agreement (to the extent 
permitted thereby and subject to the assumption by 
the Operator, at the request of the Commission, of 
any other obligations provided for by amendments 
of the Act); and upon the adoption of any such 
amendments, this agreement shall, at the request of 
the Operator, be revised accordingly. 

44. Liquidation of Assets. Anything herein to the 
contrary notwithstanding, the Applicant also agrees 
to liquidate as speedily as possible all of the assets of 
the Applicant which the Commission finds are not 
essential to the operation of its business (including 
the collection of all outstanding accounts) and to 
comply with all requirements of the Commission in 
regard thereto. 

45. Matson Contract. Applicant agrees that it will 
not voluntarily make any payment with respect to 
any accrued liability existing on the date of this 
agreement or thereafter arising which may have been 
incurred or which may be alleged to have been in¬ 
curred under a certain agreement between Applicant 
and Matson Navigation Co., dated April 23, 1930, 
and will promptly advise the Commission of any 
legal proceedings which may be instituted against 
Applicant to enforce any such liability. 

46. Management. Applicant agrees that its man¬ 
agement, including its Board of Directors, shall at all 
times during the period of this agreement be satis¬ 
factory to the Commission and if at any time the 
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Commission advises the Applicant in writing that the 
management of Applicant is not satisfactory and 
Applicant within twenty days thereafter fails to 
make such changes in its management (including its 
Board of Directors) so that the same shall be satis¬ 
factory to the Commission, the Commission may 
thereupon terminate this agreement without further 
notice to the Applicant. 

In Witness Whereof, the parties hereto have exe¬ 
cuted this agreement in triplicate the day and year 
first above written. 

UNITED STATES MARITIME 
COMMISSION 

By . 

Chairman 

By . 

President 


Attest: 


Secretary 
Attest: 


Secretary 
Approved: 


General Counsel 
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[Enclosure 4 to Exhibit D to Defendants’ Answer] 

“Exhibit ‘2’ 


R.F.C. LOAN (Working Capital Loan) 


(Feb.) 


1939 . 150,000 

1940 . 150,000 

1941 _ 150,000 

1942 _ 150,000 

1943 _ 150,000 


Participating Blanket 
Preferred Mortgage 
(Aug.) For Year 

150,000 300,000 

150,000 300,000 

150,000 300,000 

150,000 300,000 

650,000 800,000 


U.S.M.C. LOAN—(Repair Loan) 

1938 (Feb.) 

1939 . 150,000 

1940 _ 150,000 

1941 _ 150,000 

1942 .. 150,000 

1943 . 150,000 


U.S.M.C.—12 Vessels 



March 

June 

1939 

80,500 

80,500 

1940 

80.500 

80,500 

1941 

80,500 

80,500 

1942 

78.000 

78,000 

1943 23290,000 


JOHNSON- 

-FILLMORE 


1939 


90.819. 

COOLIDGE 

1939 

32.500 

32,500 

1940 

32.500 

32.500 

1941 

32.500 

32,500 

1942 

32.500 

32,500 

1943 

32.500 

85,000 

1944-51 Inc. 

85,000 

85,000 

1952 

391,464 



Participating Blanket 
Preferred Mortgage 


(Aug.) 

For Year 

150,000 

300,000 

150,000 

300,000 

150,000 

300,000 

150,000 

300,000 

150,000 

300,000 


Blanket Junior Preferred Mortgage 


Sept. 

Dec. 

For Year 

80,500 

83,500 

325,000 

80,500 

83,500 

325,000 

80,500 

77,443.04 

318,943.04 

78,000 

82,250 

316,250 


2,290,000 


32,500 

32,500 

130,000 

32,500 

32,500 

130,000 

32,500 

32,500 

130,000 

32,500 

32,500 

130,000 

85,000 

85,000 

287,500 

85,000 

85,000 



1938 

1939 

1940 

1941 

1942 

1943 

R.F.C. 

300.000 

300,000 

300,000 

300,000 

800,000 

U-S.M.C.—Senior 

300,000 

300,000 

300,000 

300,000 

300,000 

U-S-M.C.—Junior 

325.000 

325,000 

318,943.04 

316,250 

2,290,000 

M 

U.S.M.C. 

130,000 

130,000 

130,000 

130,000 

287,500 


JOHN.-FILLMORE 90.819.10 



1.145,819.10 

1.055,000 

1,048,943.04 

1,046,250 

3,677,500 

Bank 

125.000 

125,000 

125,000 

125,000 

125,000 


1,270.819.10 

1,180,000 

1,173,943.04 

1,171,250 

3,802,500 

Debentures 

32,900.00 

32,900 

32,900.00 

32,900 

32.00 


1,303,719.10 

1,212,900 

1,206,843.04 

1,204,150 

3,835,400' 
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EXHIBIT E [to Defendants’ Answer] 

“Dollar Steamship Lines 

San Francisco, California 

June 17, 1938 

“United States Maritime Commission 
Washington, D. C. 

“Gentlemen: 

“The consideration which our Board of Directors 
at its several meetings has been giving to the United 
States Maritime Commission’s resolution of June 4, 
1938, which contemplates the granting of a five-year 
operating-differential subsidy to our company on the 
terms therein provided, was concluded on Thursday 
evening the 17th of June. There was thereupon for¬ 
warded you a telegram, copy of which is enclosed 
herewith in confirmation, indicating in part the result 
of such consideration, as well as the action of certain 
requested guarantors referred to in your resolution, 
and advising you that it would be followed by a letter 
with full information of the action of the Board. In 
conformity therewith, this letter is addressed to your 
Commission. 

“Treating first of the action of the Board with 
respect to the subsidy agreement, the form of which 
was annexed to your resolution, we are pleased to 
confirm our advices to you. that the same meets with 
the Board’s approval, with the following modifica¬ 
tions : 

1. It is desirous that under the heading ‘Descrip¬ 
tion of Route’ on page 2 of the form of subsidy, there 
be made provision for a third route, sailings over 
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which route shall be optional with the Operator, as 
follows: 

Between New York and a port or ports in Japan, 
China, the Philippine Islands, French Indo China 
and the Straits Settlements, and the Dutch East 
Indies, via the Panama Canal and ports in Califor¬ 
nia and the Hawaiian Islands, with the privilege of 
calling at Boston and Havana. 

2. That in lieu of Section 3 of the subsidy agree¬ 
ment found on page 3 under the heading ‘ Replace¬ 
ment Program’, the following (which was Article 3 
of the subsidy agreement accompanying the Commis¬ 
sion’s letter of April 28, 1938) be substituted: 

‘3. Replacement of Subsidized Vessels. The 
Applicant agrees, promptly and with due diligence 
and in a manner satisfactory to the Commission, 
(a) to develop a replacement program for the re¬ 
placement of all of the Applicant’s vessels, except 
the Coolidge, by new vessels of a size, type and 
speed satisfactory to the Commission under Title 
VII of the Merchant Marine Act of 1936; and (b) 
to enter into contracts satisfactory to the Commis¬ 
sion, under Title VII of the Act, for the charter of 
such newly constructed vessels in accordance with 
the terms thereof. 

If satisfactory progress is being made in the con¬ 
struction program referred to above, the old ves¬ 
sels employed by the Operator, which are to be re¬ 
placed by the newly constructed vessels, may con¬ 
tinue to be operated under this agreement pending 
replacement with the new vessels, and subsidy pay¬ 
ments shall be made with respect thereto whether 
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or not such vessels shall at the time of operation 
be more than 20 years of age.’ 

“Next treating of the resolution proper, the Board 
has indicated its readiness to make application to the 
Reconstruction Finance Corporation for the loan in 
the resolution referred to, and to comply with the 
terms and conditions precedent to the authorization 
of such a loan insofar as they are not in conflict with 
the provisions of the resolution of the United States 
Maritime Commission, as to which the Board of Di¬ 
rectors has been unable to comply, and to execute 
and deliver a first preferred blanket mortgage on its 
operating fleet of thirteen vessels to secure such loan 
from the Reconstruction Finance Corporation and 
the advances to be made by the Commission for pur¬ 
pose of repairs, as in the resolution indicated, as well 
as to execute and deliver a junior blanket preferred 
mortgage in favor of the United States Maritime 
Commission to secure the indebtedness referred to 
in such resolution as the ‘subordinated indebtedness 
and the necessary instruments to rearrange the amor¬ 
tization requirements with respect to the indebted¬ 
ness referred to, in the manner set forth in the sched¬ 
ule attached to your resolution. 

“The Board further approved the provisions un¬ 
der Second Resolved of your resolution number 3 
and 4. 

“As to provision numbered 5 thereof, the Board 
was advised that The Anglo California National 
Bank would agree to extend the indebtedness as in 
such provision set forth. 

“As to provision 7 thereof, the Board expressed 
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its willingness to make effective the pledge therein 
referred to. 

“As above indicated, provisions 12 and 13 were 
also approved. 

“Furthermore, the Board authorized the filing of 
formal application for a five-year operating differen¬ 
tial subsidy, as set forth in provision 19. 

“A further provision of the resolution which has 
relation to the advances to be made by the Maritime 
Commission for repairs, the same being particularly 
numbered Third, the Board expressed itself as feel¬ 
ing, particularly insofar as the stipulation that the 
moneys therein referred to should be disbursed in 
reimbursement of like amounts previously paid by 
the Operator for repairs that such a provision might 
render it difficult to effect the repairs, inasmuch as 
there might not be funds available for payment of 
the repairs except such as would come from the Mari¬ 
time Commission. 

“As to the other provisions not hereinabove re¬ 
ferred to, the same relate in the main to requested 
guarantees of certain corporations and individuals, 
and were not matters on which the Board could act, 
except to call upon those parties for the guarantees 
in question. With respect thereto it received the fol¬ 
lowing communications, copies of which are here¬ 
with enclosed and which are self-explanatory: 

Letter of Dollar Steamship Line of California 
dated June 16,1938 

Letter of the Robert Dollar Co., dated June 16, 
1938 

Letter of H. M. Lorber dated June 10, 1938 
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Letter of R. Stanley Dollar dated June 16,1938 

“After acting upon the resolution of your Com¬ 
mission, the Board took under consideration means 
other than as suggested by the resolution of main¬ 
taining continued operation of the line operated by 
its company. This came by way of a suggestion made 
because the Board feels it is the logical method under 
all the circ ums tances of accomplishing the purpose 
of the Maritime Commission, with which the Board is 
wholly in accord, in maintaining an essential trade 
route, and because of its feeling of a keen responsi¬ 
bility to its creditors in which it considers the Com¬ 
mission must join. Not only this, but it appears to 
the Board to be substantially in conformity with the 
provisions of Section 507 of the Merchant Marine 
Act, which section is Section 1157 of the United 
States Code Annotated. We refer to the suggestion as 
contained in the concluding portion of our telegram 
of June 16th to your Board, which is substantially as 
follows: 

“That this company promptly develop a replace¬ 
ment program on the basis following, whereby three 
combination freight and passenger liners of im¬ 
proved ‘Coolidge type’ would be constructed, to-wit, 
three ships at an estimated cost of Eleven Million 
Dollars, or a total of Thirty-three Million Dollars, 
as to which the construction differential subsidy 
would be fifty per cent, making the net cost to our 
company for the three ships referred to a total of 
$16,500,000. The cash payment under such an under¬ 
taking to be 25% of the latter amount, or in figures 
$4,125,000. The balance of such cost to be payable in 
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twenty equal annual installments, the first of which 
to be paid one year after delivery of each vessel, with 
interest on such installments at the rate of 3%%. 

“That in consideration of the undertaking on the 
part of our company of such program, as indicated, 
the Commission shall take over at their full present 
value the following named vessels: Coolidge, Cleve¬ 
land, Taft, Wilson, Lincoln, Pierce, Adams, Garfield, 
Harrison, Polk, Hayes, Monroe and Van Buren, 
these vessels having been valued at a fairly recent 
date by Captain A. F. Pillsbury, a former represen¬ 
tative of the United States Shipping Board, and a 
recognized authority in such matters, at $18,550,000. 
The proceeds resulting from such transfer to be ap¬ 
plied : 

“First, to the satisfaction of the mortgages now 
held by the United States Maritime Commission on 
the ships above enumerated, which now aggregate 
the principal amount of $7,494,157.04; 

“Second, to the cash payment of the 25% payable 
on the three ships to be constructed, amounting to 
$4,125,000. 

“Further, an agreement with, us by the Commis¬ 
sion for the continuation of the operation of the ships 
to be transferred to the Commission on their present 
trade routes under some mutually satisfactory form 
of operating agreement should be entered into, to 
remain effective until such time as the three ships to 
bo constructed, as hereinbefore referred to, shall be 
available to replace the service now being maintained 
by the ships so to be transferred. 

“Finally, that the Maritime Commission should 
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grant an adequate operating-differential subsidy cov¬ 
ering the new ships so to be operated, in order that 
our company in operating them may be placed on 
parity with foreign competition. 

“We await the further suggestion of your Com¬ 
mission, with the assurance that so far as it is pos¬ 
sible to the Board of Directors of our company, we 
will continue to seek means of cooperation with the 
Commission to the end that the essential trans¬ 
pacific trade route may be maintained. 

“Submitted on order of the Board of Directors 
of Dollar Steamship Lines Inc., Ltd. 

/s/ D. T. BUCKLEY 
D. T. Buckley 
Secretary. ” 

The attachments referred to in the foregoing letter 
are as follows: 

“Dollar Steamship Line 

San Francisco, California 

June 16,1938 

“Dollar Steamship Line Inc., Ltd. 

311 California Street 
San Francisco, California 

“Gentlemen: 

“Referring to the resolution of the United States 
Maritime Commission adopted June 4,1938, in refer¬ 
ence to requirement in connection with a proposed 
operating-differential subsidy agreement for your 
Company, we have to advise that the terms thereof, 
in our opinion, are unworkable. 
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“The proposed subsidy of about $3,000,000 annually 
is, in our opinion, inadequate to meet foreign cost 
of operation, and does not give full parity to your 
Company. 

“This Company is co-maker of ship sale notes on 
seven (7) round-the-world steamers of the 502 type 
and five (5) trans-Pacific steamers of the 535 type, 
aggregating $3,575,193.04. The sound value of these 
vessels, figured on a going-concern value, far exceeds 
this amount. Captain A. F. Pillsbury, an indepen¬ 
dent and recognized authority, appraised these ves¬ 
sels on August 24,1937, at $12,300,000 as their going- 
concern value. 

“On June 13, 1938, Congress passed a bill which 
would permit of the United States Maritime Com¬ 
mission taking over these vessels and operating them 
for their own account. If this power were exercised, 
it would have the effect of making the Common stock 
of Dollar Steamship Lines Inc., Ltd. of no value; it 
would jeopardize the outstanding claims of its credi¬ 
tors who carried their credits against the Company 
from February 1, 1937, to June 30, 1937, during 
which time the United States Maritime Commission 
impounded the Company’s mail pay aggregating 
$1,030,496.68, which on October 8, 1937, was offset 
against the ship sales notes, the creditors also being 
instrumental in maintaining this all - important 
American line during the period from June 30,1937, 
to January 28, 1938, during which period the Com¬ 
pany was negotiating for a subsidy and during that 
time received no Government aid. 

“In view of this ominous situation and by reason 
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of the fact that both Dollar Steamship Lines Inc., 
Ltd. and Dollar Steamship Line (California) have 
guaranteed to hold R. Stanley Dollar harmless as a 
co-maker of the ship-sales notes, and with the view 
of protecting your creditors, your employees, and 
maintaining the line, this Company, Dollar Steam¬ 
ship Line (California) undertakes the following in 
order to enable you to negotiate a more workable ar¬ 
rangement with the United States Maritime Com¬ 
mission : 

1. This Company will surrender to the United 
States Maritime Commission 1,872,210 shares of 
Common B, capital stock in your Company, and will 
undertake to acquire and surrender to the Commis¬ 
sion an additional 227,790 shares of Class B common 
capital stock of your company. 

2. It will arrange to acquire and cancel the man¬ 
aging agency agreement with The Robert Dollar Co., 
dated June 23, 1926. 

3. It will arrange to procure for,your Company 
all of the furniture, fixtures belonging to The Robert 
Dollar Co. now used in your leased premises, together 
with all of the automobiles belonging to The Robert 
Dollar Co., at a price equal to their going-concern 
appraised value. 

4. It will cause to be left with you, the personnel 
you now have. 

5. Your company is to assume all leases of all 
property now used by you and said leases are to be 
taken directly in your name. 

6. It is a condition that you will change the name 
of your Company, and that you shall not use the 
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house flag, or funnel insignia, or any other trade in¬ 
signia now employed by you. 

7. Furthermore, all ship-sales notes and the mort¬ 
gages securing same are to be cancelled and new 
notes and mortgages given by your Company direct. 

“These agreements shall all be in a form satisfac¬ 
tory to and approved by our attorney. 

Very truly yours, 

DOLLAR STEAMSHIP LINE 
(California) 

By H. M. LORBER 
Vice President. 7 ' 


“The Robert Dollar Co. 

Robert Dollar Building 
San Francisco 

June 16, 1938 

“Dollar Steamship Lines Inc., Ltd. 

311 California Street 
San Francisco, California 

“Gentlemen: 

“By a resolution of the Board of Directors of The 
Robert Dollar Co., I have been requested to advise 
you that that Company respectfully declines to exe¬ 
cute the guarantee and pledge the collateral as secur¬ 
ity therefor as requested by the resolution of the 
Ignited States Maritime Commission adopted June 
4, 1938. 

“I have further to advise that on June 10, 1938 
at a Special Meeting of the Board of Directors of 
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The Robert Dollar Co. the following resolution was 
adopted: 

4 Resolved that the execution of the guarantee in 
the form and manner set forth in Paragraph 9 
of Resolved Second, of the resolution of the Unit¬ 
ed States Maritime Commission under date of 
June 4,1938, is opposed to the best interests of this 
corporation, and that such guarantee be therefore 
not executed/ 

Very truly yours, 

THE ROBERT DOLLAR CO. 

By KEITH R. FERGUSON 
Director.” 


“R. Stanley Dollar 
San Francisco 

June 16, 1938 

“To the Board of Directors 
Dollar Steamship Lines Inc., Ltd. 

San Francisco, California 

“Gentlemen: 

“I have had before me the matter of the requested 
guarantee by me as outlined in the resolution of the 
United States Maritime Commission of June 4,1938, 
relative to an operating-differential subsidy for your 
company. 

“After mature consideration I must with regret 
advise you that I am unable to comply with the re¬ 
quested requirements. 

“I appreciate that it is desirable that the operation 


254 


R. Stanley Dollar, et al 


of the line be continued, in the public interest. With 
that in mind may I offer the suggestion that it may 
be advisable that means be devised whereby the fleet 
of your company, valued in 1937 by Captain A. F. 
Pillsbury, a surveyor of unquestionable ability and 
reputation, at Eighteen Million Dollars, may be 
transferred to the Maritime Commission against full 
satisfaction of the existing mortgage indebtedness on 
the vessels in the sum of $7,474,192.94. While not sug¬ 
gesting the details as to how this may be accom¬ 
plished, it is not out of place to call your attention to 
the fact that provision should be made for the pro¬ 
tection of creditors in any negotiations which may be 
consummated along these lines with the Commission. 

Yours very truly, 

R. STANLEY DOLLAR.” 


“Dollar Steamship Lines 

San Francisco, California 

June 10, 1938 

“Board of Directors 
Dollar Steamship Lines Inc., Ltd. 

San Francisco, California 

“Dear Sirs: 

“Referring to your request that I execute and de¬ 
liver to the United States Maritime Commission a 
guarantee of subordinated indebtedness of your com¬ 
pany secured by a pledge or assignment of certain 
stocks, I wish to comment as follows: 
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4 'The present mortgage indebtedness of your com¬ 
pany to the Maritime Commission consists of the fol¬ 
lowing : 

SS. President Coolidge.S 3,918,964.00 

7—502 type Round-World combination passenger 

and freight ships, each. 256,277.57 

5—535 type Trans-Pacific combination passenger 

and freight ships, each. 356,250.00 

SS. President Johnson, combination passenger 

and freight ship . 15,819.10 

SS. President Fillmore, combination passenger 

and freight ship . 75,000.00 

"I am of the opinion that these vessels have all 
been paid down to such a low point that there is a 
very considerable equity in all the ships and the 
Maritime Commission are amply secured. 

"Furthermore, the five year proposed subsidy 
agreement contract provides for the impounding of 
depreciation at the rate of 5% per annum on their 
original cost, w’hich monies will still further reduce 
the above indebtedness. 

"I understand it is proposed to borrow $2,000,000 
from the R.F.C. for working capital and $1,500,000 
additional from the Maritime Commission to provide 
for repairs and improvements to the 502 and 535 type 
steamers. If the Maritime Commission allow your 
company full parity in every respect during the five 
year subsidy period, this will permit the company to 
operate at a profit and its assets will not be impaired 
so that these loans can easily be repaid during the 
period. 

"Furthermore, the R.F.C. loan provides that no 
dividends can be paid to the stockholders so long as 
any part of their loan remains unpaid. Inasmuch as 
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the subsidy agreement permits the company to earn 
at least 10% per annum on their capital necessarily 
employed in the business, it would permit of an accu¬ 
mulation of 50% of profits during this period, which, 
together with the general obligation of the company, 
in my opinion, will provide ample security to meet 
this commitment. 

“In view of this, I do not think the Dollar Steam¬ 
ship Lines Inc., Ltd. should be called upon to provide 
collateral in excess of their own resources, and I am 
unwilling to guarantee indebtedness for above rea¬ 
sons. 

“However, in the event you are able to secure guar¬ 
antees of 80% of the present holders of the 252,000 
shares of Class A stock now outstanding, I will be 
very happy to pledge my holdings of 9,174 shares of 
Class A stock, subject to the guarantee being limited 
to the collateral. 

Yours very truly, 

H. Ms LORBER.” 

[Title of District Court and Cause.] 

STIPULATION 

It is hereby stipulated and agreed that, since 
copies of the following reports of the United States 
Maritime Commission, which are Exhibits A and 
F. respectively, to the defendants’ answer, are now 
on file with the Court as Exhibits A-l and A-2, 
respectively, to the affidavit of the defendant Emory 
S. Land, filed November 15, 1945, no copies need 
be filed with the Court or served on the plaintiffs 
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in the filing and service of the defendants 7 answer, 
and that said copies now on file may be referred 
to as Exhibits A and F to the answer and treated 
for all purposes as if filed therewith: 

1. Report of the United States Maritime Com¬ 
mission, dated February 7, 1938, and entitled “Fi¬ 
nancial Readjustment in Dollar Steamship Lines 
Inc., Ltd.; 77 and 

2. Report of the United States Maritime Com¬ 
mission, dated April 10, 1939, and entitled “Reor¬ 
ganization of American President Lines, Ltd. 77 

CLINTON HESTER, 

M. M. KEARNEY, 

GREGORY A. HARRISON, 
MOSES LASKY, 

Attorneys for Plaintiffs. 

PEYTON FORD, 

Attorney for Defendants. 

Approved: 

BOLITHA J. LAWS, 

United States District Judge. 

[Endorsed]: Filed, July 29, 1947. 


[Title of District Court and Cause.] 

STIPULATION 

It Is Hereby Stipulated by and between the par¬ 
ties that: 

I. The defendants 7 answer, filed July 29, 1947, 
shall stand as the answer to the supplemental com¬ 
plaint filed on May 9, 1947, as well as to the 
amended complaint, and that it shall be deemed 
that thereby defendants admit the allegations of 
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paragraphs I to VIII of the supplemental com¬ 
plaint, except to the extent expressly denied or 
qualified in paragraphs 5, 8, 11 and 70 of the 
answer, and that the defendants deny the allega¬ 
tions of paragraph IX of the supplemental com¬ 
plaint, except to the extent expressly admitted in 
paragraph 11 of the answer. 

CLINTON HESTER, 

M. M. KEARNEY, 

GREGORY A. HARRISON, 

MOSES LASKY, 

Attorneys for the Plaintiffs 
* 

PEYTON FORT), 

Asst. Attv. Gen. 

* 

Attorney for the Defendants 
[Endorsed]: Filed August 12, 1947. 


[Title of District Court and Cause.] 

MEMORANDUM* 

This is the second time this cause has been be¬ 
fore this Court. Originally it was dismissed sua 
sponte by the trial judge as being a suit against 
the United States. The plaintiffs appealed. The 
Court of Appeals reversed and remanded the cause 
for trial on the merits. Dollar v. Land 81 U. S. Ap¬ 
peals D. C., 28, 154 F2d 307 (1946). Later this 
judgment was affirmed in the Supreme Court. Land 
v. Dollar 330 U. S. 731 (1947). Thereupon a lengthy 
trial was had and the record is voluminous. 

[Printer's Note: All underscored words in the Memorandum 
Opinion with the exception of the authorities cited are shown in 
italic-] 
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The plaintiffs allege that they are stockholders 
of Dollar Steamship Lines, Inc., Ltd., for the pur¬ 
poses of this opinion called Dollar of Delaware, 
and whose corporate name was changed to Ameri¬ 
can President Lines, Ltd., consequent to the execu¬ 
tion of the contractual agreement in 1938 out of 
which this litigation arose. 

Under this agreement they delivered their com¬ 
mon stock, endorsed in blank, to the Maritime Com¬ 
mission representing the United States, and the 
Commission as a consequence released some of the 
plaintiffs from certain obligations, agreed to grant 
the corporation an operating subsidy, make a loan 
to it, and to obtain for it a loan from the Recon¬ 
struction Finance Corporation, contingent upon 
compliance with certain conditions. All of these 
things were done and by 1943 the corporation had 
fully paid all its indebtedness to the United States. 

The plaintiffs then made demand for the return 
of the stock from the then members of the Commis¬ 
sion, making the claim it had only been pledged 
as collateral for the debt which had been paid. The 
members of the Commission refused to honor this 
demand, contending that the shares had not been 
pledged as the plaintiffs claim but were in fact 
transferred outright—that the United States is the 
owner of them, and asserting that the delivery of 
the stock was not by way of collateral, as the 
plaintiffs say, to secure the indebtedness of Dollar 
of Delaware but was in fact and in law an outright 
transfer. 

The plaintiffs make the further claim that if the 
contractual agreement of 1938 is interpreted or 
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construed to vest in the defendants or the Com¬ 
mission or anyone else, any interest or title in the 
stock other than as collateral to secure the indebted¬ 
ness of Dollar of Delaware, then the Commission 
and those purporting to act under its authority, 
were unauthorized by the Merchant Marine Act of 
1936 as amended or by any other law, to take such 
title. 

The plaintiff Dollar of California had been en¬ 
gaged in the trans-Pacific freight and passenger 
sendee for many years. In 1923 it purchased from 
the old Shipping Board seven ships, and in 1925 it 
purchased from the same seller five other ships for 
operation in its business. Subsequently two others 
were built by virtue of construction loans obtained 
from the government. In 1929 Dollar of Delaware 
was organized and acquired from Dollar of Cali¬ 
fornia all of the ships and became the actual oper¬ 
ating company. 

These ships, twelve in number, were originally 
mortgaged to the United States to secure the pur¬ 
chase price, and the indebtedness of Dollar of Dela¬ 
ware was based principally on this transaction and 
that of the further moneys borrowed for the con¬ 
struction of two new ships referred to above. 

There is no need to go into detail with reference 
to the precarious situation in which the line found 
itself in the years 1937-1938. Sufficient to say its 
financial structure was gravely impaired. It was 
delinquent in payment of its mortgage indebted¬ 
ness; it had not recovered from the disastrous ma¬ 
rine strike of the previous year; there was a general 
diminution of business apparently affecting the 
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shipping business generally — but since the com¬ 
pany’s operations were around the world, and par¬ 
ticularly in the Orient, the unsettled and continuing 
political unrest in that part of the world affected it 
most severely. These facts plus the loss of the S.S. 
President Hoover in the latter part of 1937 as a 
result of the perils of the sea, the elimination of 
Shanghai as a port of call, and the growing im¬ 
portunities and demands of creditors, made the 
company’s ability to go on a matter of the gravest 
and deepest concern. To add to the seriousness of 
this general picture, the mail contracts of all steam¬ 
ship companies were cancelled by operation of law 
in 1937, and then it became impossible for the line 
to stay in business without a subsidy—this was 
granted temporarily, pending final resolution of its 
difficulties. 

Whether or not as alleged, its financial condition 
was aggravated further, apart from the causes 
above referred to, by mismanagement and by the 
syphoning off of profits into salaries and affiliates, 
or as the plaintiffs allege by the failure of the 
Commission to aid and assist is beside the point— 
the fact is its position was desperate and bordering 
on the completely disastrous. 

The Commission, charged by law with the respon¬ 
sibility of developing and maintaining a merchant 
marine both for the purpose of national defense 
and the continued development of foreign and do¬ 
mestic commerce, was naturally concerned with the 
imminent possibility that the only American flag 
line to the Orient might possibly be no longer able 
to continue in operation—and also because of its 
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heavy indebtedness to the United States was of the 
opinion and it was agreed that stringent efforts 
would have to be made by both parties to stave off 
disaster. 

As a consequence negotiations were entered into 
between them early in 1937 looking toward a pos¬ 
sible way out. In August, 1938, therefore, as a 
result of long preliminary negotiations, the contro¬ 
versial agreement was entered into and executed. 
For some time previous to that there had been 
suggestions and counter-suggestions and there were 
proposals for guarantees, collateral and pledges and 
new money emanating both from the Commission 
and the plaintiffs. The matter culminated as indi¬ 
cated. On August 19th in that year the agreement 
was amended so as to eliminate one of the share¬ 
holders who refused to come in, and with this 
change it was executed by all of the parties, as 
stated. 

Under it plaintiffs transferred to the Commission 
or its nominees 92% of the voting stock of Dollar 
of Delaware. Of this 2,100,000 shares of B stock 
and 63,893 of A stock were delivered, endorsed in 
blank, and transferred to the Commission on the 
corporate records on October 26, 1938. The remain¬ 
ing 49,313 shares of the A stock, also transferred, 
being subject however to existing pledges remained 
in the custody of the pledgee until 1941 when they 
were in turn transferred on the corporate records 
to the Commission. The plaintiffs in turn were re¬ 
leased from liability in respect to their obligations 
as noted above. The issue here, as has been said, is 
the nature and character of the transfer. 
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It is admitted by the defendants there was no 
discharge of the indebtedness by reason of the trans¬ 
action, nor was the debt in any way reduced as a 
result of it. In the five years that have elapsed be¬ 
tween October, 1938, and October, 1943, the debt 
however has been paid and the company’s financial 
integrity presumably assured. Dollar of Delaware 
continues to operate as American President Lines, 
Ltd., while the defendants continue to hold the 
stock. 

Parenthetically it might here be said Dollar of 
California has the greater interest of all the plain¬ 
tiffs. It claims all the 2,100,000 shares of the B 
stock and 2,075 shares of the A stock. R. Stanley 
Dollar claims 51,174 shares of the A, H. M. Lorber 
9,174 shares of the A, and the Robert Dollar Company 
37,722. It may be observed here also that two of 
the plaintiffs (Robert Dollar Company and R. Stan¬ 
ley Dollar) are preferred stockholders in the com¬ 
pany while a third plaintiff (Dollar of California) 
was in a like position until 1942. 

First of all as to the power of the Maritime Com¬ 
mission to enter into a transaction of the char¬ 
acter it alleges it did, the Court holds that it has 
the power to negotiate and to take absolute title 
to the stock in question. It was created, from a 
functional point of view, for the purpose of per¬ 
mitting the conduct of its business in a manner 
similar to that of private enterprise and free as 
a consequence of the ordinary inhibitions applied 
to the regular executive branches of the govern¬ 
ment. 

Its powers in this respect are similar to that of 
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a business corporation. See generally Standard Oil 
Company of California v. U. S. 59 F. Supp. 100.106 
(1945) affirmed 156 F. 2d 312 (CCA 9, 1946). The 
Court of Appeals for the District of Columbia in 
Dollar v. Land supra at P. 311 said: “We are in 
agreement with the view taken of this section” (Sec. 
1117) “of the law by the Court deciding Standard 
Oil Company of California v. United States, 59 
F. Supp. 100, involving the Maritime Commission. 
There the provision” (Sec. 1117) “was treated 
in the same fashion as those statutes creating cor¬ 
porate instrumentalities for the conduct of public 
business.” 

The history of the Merchant Marine Act of 1936 
as amended in 1938 (46 USC 1101 et seq) and the 
purpose it was designed to accomplish lends em¬ 
phasis to this conclusion. Even the language of the 
section under consideration (46 USC 1117) sup¬ 
ports this view. “The Commission may enter into 
such contracts, upon behalf of the United States, 
and may make such disbursements as may, in its 
discretion , be necessary to carrv on the activities 
authorized by this chapter, or to protect, preserve, 
or improve the collateral held by the Commission 
to secure indebtedness, in the same manner that 
a private corporation may contract within the 
scope of the authority conferred by its charter.” 
(Italics supplied.) 

What was the collateral here? It was the ships 
owned by Dollar of Delaware, which had been 
mortgaged to secure the purchase and other moneys 
advanced—so it would seem—in order to “protect, 
preserve, or improve” that collateral, the statutory 
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power of the Commission to do what it claims it 
did would seem to be clear—apart from its right 
to perform its functions in a manner akin to those 
of a private corporation and apart from any power 
that might be incident to such performance. 

The Opinion of the Attorney General (33 Ops. 
Atty. Gen. 570) cited with emphasis by the plain¬ 
tiffs as authority contra is not apposite. That offi¬ 
cer was dealing there with the preposition that 
the power did not exist to carry out a plan whereby 
transfer of title to government vessels to corpora¬ 
tions chartered under state law would be made in 
exchange for issuance to the government of such 
part of the authorized capital stock as would equal 
the appraised value of the vessels. 

He held that this power did not under the Mer¬ 
chant Marine Act of 1920 authorize such an ex¬ 
change—for as he said at p. 576: 

. . I am of opinion that the statute author¬ 
izes a sale of the ships, and not an exchange of 
title thereto in consideration of stock in a cor¬ 
poration.” (Italics supplied.) 

“It was quite evidently the intention of Con¬ 
gress to authorize a sale for cash or on credits 
not to exceed 15 years from the making of the 
contract of sale. An exchange whereby the Gov¬ 
ernment receives shares of stock in return for its 
ships is not a sale and quite obviously does not 
meet the condition limiting deferred payments to 
15 years. 7 ’ And he concludes at p. 579 “. . . it 
was not the intention of Congress to authorize the 
executive branch to organize corporations to take 
title to the Government’s ships ...” 
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True on June 23, 1938, Congress amended not 
only Sec. 207 (46 U.S.C. 1117) but it also enacted 
Sec. 215 of the Merchant Marine Act (46 U.S.C. 
1125) which authorized the Commission to acquire 
ships by purchase or otherwise, amending also Sec. 
202 (Title 46 USC 1112)—but none of these changes 
in any wav, in mv view, affects for the reasons 
stated, the conclusion already reached, despite force¬ 
ful argument to the contrary. 

Further it follows that if the Commission has 
the powers of a private business corporation then 
it has what such an entity certainly impliedly has— 
the power to compromise claims—even if as in this 
instance those are claims of the United States, and 
Pan America v. U. S. 273 US 456, 501, 502 (1927) 
and Mammoth Oil Co. v. U. S. 275 U.S. 13, 35 (1927) 
are thus distinguished. 

Assuming arguendo that the language of the sec¬ 
tion “. . . within the scope of the authority con¬ 
ferred by its charter . . means as counsel strenu¬ 
ously contends—-“within the limits of the authority 
granted by the other sections of the Act' 7 (P.B. 40) 
—that power is still implicit in Sec. 1117 as has been 
said. 1 


1 As it stood in 1936 the law (Sec. 1117) allowed the Commission 
to: 

“enter into such contracts upon behalf of the United States, as 
may. in its discretion, be necessary to carry on activities author¬ 
ized by this Act in the same manner that a private corporation 
may contract ivithin the scope of the authority conferred by its 
charter” (Italics supplied.) 

In other words the Commission has all the powers of a private 
corporation as Ion" as it looks for its authority to the activities ex¬ 
pressed in the charter or act. as a private corporation would look to 
its charter. The act as a whole is in other words for the Commission 
what its charter is for a private corporation. (It is true that expressio 
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The argument that the Government by taking 
title to the stock became a citizen so to speak of 
itself, the statute of (46 USC 802) providing . . 


unius est exclusio alterius and for this reason on the surface at least 
it may be argued that had the general powers of a corporation been 
given the Commission there would have been no need to give the 
specific authority given in Sec. 1125 to purchase ships—because the 
greater (all the powers of a corporation) would have been included 
in the lesser (the power to purchase ships) as is argued. Such an 
assumption however is valid only if it can be said that such power 
to purchase ships was “necessary to carry on the activities authorized 
by this Act” or by way of an analogy as is expressed in the statute 
that it was within the scope of the authority conferred by its charter. 
(It is very possible that the draftsman of the Act not knowing 
whether the power to purchase ships as expressed in Sec. 1117 could 
be found from a reading of the Act as a whole, descended from the 
general to the particular to make certain that such a power was within 
the “charter'’ of the Commission. Expressio unius est exclusio alterius 
can hardly be argued if the draftsman not knowing whether the in¬ 
tent to give such power had been expressed gave that power in par¬ 
ticular.) It is not it seems to me a question of giving for a second 
time in Sec. 1125 a power previously given in Sec. 1117 but rather 
of making certain by a supplementary provision in particular that 
the scope of the power given in 1117 extended to the particular 
treated in 1125. 

This argument is, it is admitted, purely supposititious but that it 
is reasonable appears from the legislative history of the act and 
from the fact that the same situation arose in reference to the par¬ 
ticular part of the section (1117) here in issue. 

H.R. No. 2168 in H.R. Rpts. 75th Cong. 3rd Sess. (Rep. Bland). 
“Section 3. This amends Section 207 of the Merchant Marine Act of 
1936. Section 207 of the act provides that ''the Commission may 
enter into such contracts, upon behalf of the United States, as may 
in its discretion, be necessary to carry on the activities authorized 
by this act, in the same manner that a private corporation may con¬ 
tract within the scope of the authority conferred by its charter.’ The 
amendment adds that it ‘may make such disbursements’ as may, in 
the discretion, be necessary ‘to protect, preserve, or improve the 
collateral held by the Commission to secure indebtedness, ‘in the 
same manner as a private corporation. The amendment is designed 
to make clear a power which it is thought already exists in the Com• 
mission but about which some doubt has been expressed. Under the 
act the Maritime Commission has all the general and implied powers 
of a business corporation (Italics supplied.) (The rest of this para¬ 
graph from the Rouse Report is quoted on Page 27 of the Original 
Bri'T Cor the Plaintiffs which the above omitted.) 

The Senate Committee on Commerce had this to say about the Sec- 
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no corporation . . . shall be deemed a citizen of the 
United States unless the controlling interest therein 
is owned by citizens of the United States . . 

—and hence the law is contravened—is somewhat 
naive. The Northern No. 41, 297 F. 343 (D. C. 


tion in question in its report. Sen. Rep. 1618, 75th Cong. 3rd Sess. 
(Senator Copeland.) 

“Section 207 of the act now provides that ‘the Commission may 
enter into such contracts, upon behalf of the United States, as may 
in its discretion, be necessary to carry on the activities authorized by 
this act in the same manner that a private corporation may contract 
within the scope of the authority conferred by its charter.” The 
amendment adds that it ‘may make such disbursements’ as may, in 
its discretion be necessary ‘to protect, preserve, or improve the colla¬ 
teral held by the Commission to secure indebtedness,’ as is the practice 
in the private corporation. It is believed that such authority already 
exists in the Commission , but the amendment is recommended in 
order to remove any doubt that the Commission possesses the power 
to advance or expend funds for such purpose where found neces¬ 
sary." (Italics supplied.) 

It seems obvious from these reports that the draftsman was in 
doubt as to whether or not a contract “to protect , preserve ,” etc. col¬ 
lateral was within the “activities authorized by this Act" even though 
the draftsman had so intended it; therefore the amending addition 
was in order to make this certain. The scope of authority which may 
or may not have included such a purpose previously certainly in¬ 
cluded it thereafter. 

Such a purpose clearly being within its “charter” the Commission 
could contract in the same manner as a private corporation follow¬ 
ing the analogy set out in the Act. A private corporation given such 
powers as were given by the amending provision to “protect, pre¬ 
serve, etc." in its charter along with the powers “necessary to carry 
on the activities authorized by this Act" certainly could make the 
purchase contended for here, for to say that the Commission (or 
again by way of analogy a private corporation) could foreclose on 
collateral at a foreclosure sale and buy in (taking title) if there are 
no other bidders willing to bid sufficient to pay the debt (see Pltffs. 
Orig. Brief page 26) but that it could not buy in at any previous 
time if circumstances became such that it should to preserve the 
collateral, is to say that in construing the word “preserve” in Sec. 
1117 the Court should find the intent of Congress to be that the Com¬ 
mission or any private corporation with like powers must as a rescuer 
of its collateral sit idly by and watch while all is lost. This does not 
make sense. 

The mere fact that Congress has descended from the general to the 
particular in the instances indicated, as has been observed, in no way 
it seems to me gainsavs this. 
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Fla. 1924) Cf. United States v. United Mine Work¬ 
ers 330 U. S. 258 (1947) wherein at 272 it is said 
. . statutes which in general terms divest pre¬ 
existing rights or privileges will not be applied to 
the sovereign without express words to that effect/’ 
Dollar of Delaware is still a citizen and was never 
divested of that character. In the Opinion of the 
Attorney General supra that official said: “As 
pointed out in United States v. Strang (254 U. S. 
491), a corporation, notwithstanding ownership of 
all its shares by the Government, is, juris tic ally, a 
separate entity . . (Italics supplied.) 

With reference to the agreement itself it cer¬ 
tainly leaves much to be desired from the stand¬ 
point of both clarity and precision. But it can 
hardly be argued with conclusive cogency that its 
intent was to regard the transfer as a pledge or as 
a substitution of collateral—if as a consequence the 
plaintiffs liable were to be released as co-makers, or 
as sureties or guarantors (no matter what the 
character of their obligation was) on Dollar of 
Delaware’s debt to the United States, having in 
mind its precarious financial situation at the time. 
The collateral security for the debt was their con¬ 
tingent liability in case of Dollar of Delaware’s 
default—so when the stock was transferred there 
was nothing in the transaction to indicate it was for 
any debt then owed by them to the United States 
and the argument that it is to be regarded as fur¬ 
ther collateral for an existing debt of theirs falls 
of its own weight. The Government by the act of 
transfer never became their creditor or mortgagee, 
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their liability being purely contingent on default by 
the debtor Dollar of Delaware—so while it is ad¬ 
mitted that it is sound law that “. . . when a debtor 
deposits property with his creditor, in the absence 
of any showing as to the purpose with which the 
deposit is made or received, it is presumed that it 
was intended as a collateral security for the debt.” 
(Borland v. Nevada Bank 99 Cal. 89, 95, 33 Pac. 
737, 739 (1893) (emphasis supplied)—the analogy 
fails for as has been said there was no debt, for 
there never was any mortgagor-mortgagee relation¬ 
ship between the Cominission and the plaintiffs 
since 1929 when the ships were conveyed to Dollar 
of Delaware. 

Plaintiffs not being mortgagors, they had there¬ 
fore, no equity of redemption in the ships. “The 
equity of redemption is a distinct estate from that 
which is vested in the mortgagee before or after 
condition broken. It is descendible, devisable and 
alienable like other interests in real property.” 
Clark v. Reyburn, 8 Wall 318, 321, 322 (1868). 
While here the property was personalty the same 
observation applies. True, the debt is regarded as 
the principal and the mortgage only as an accessory 
and security—but the mortgage was Dollar of Dela¬ 
ware's as has been said—and the liability of the 
plaintiffs, on the debt, a purely contingent one. 
They had no right, title or interest in the ships 
and the right to regain free and clear title by 
payment of the debt is in the party having title 
in the res given as security. Moore v. Beasom, 44 N. 
H. 215, 218 (1862). 
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Paragraph 23(d), it may be admitted, is suscep¬ 
tible of two interpretations—read alone it lends 
color at least to the plaintiff’s view, but the instru¬ 
ment must be read and construed as a whole and 
not in parts, and in the light of all the attendant 
circumstances. 

Counsel vigorously urges however that “if the 
Commission’s Special Counsel, who prepared this 
draft, and its General Counsel, who reviewed it and 
ordered numerous changes to be made . . . did 
not in the private recesses of their minds intend by 
the words we have emphasized above to indicate 
that the stock was transferred as security only, their 
acts certainly were a representation to the proposed 
transferors that such was the character of the trans¬ 
action ...” 

“ ‘Intention’ ” he continues quoting, “when used 
with reference to a written instrument, signifies 
the meaning of the words used ‘deducible from the 
language of the contract and the acts of the par¬ 
ties.’ ” 

But the same argument can be used nonetheless 
as forcibly against the plaintiffs, for when a con¬ 
tract is ambiguous the surrounding circumstances 
including the acts of the parties can be considered 
for clarification of their intention. Lowber v. Bangs, 
2 Wall 728, 737 (1864) Pitcairn v. American Refrig. 
Transit Co., 101 F2d 929, 937 (CCA 8, 1939) Moran 
v. Prather, 23 Wall 492, 501 (1874). 

Paragraph 4 of the Agreement provided for a 
transfer of “all rights and interests” in the A stock 
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subject to existing bank pledges—and each trans¬ 
feror executed a so-called assignment stating that 
it ‘ 4 hereby sells assigns transfers and sets over 
unto the Commission subject to said existing pledge 
all his right title and interest in and to said Class 
A stock.” 

Mr. Dollar and Mr. Lorber were men of large 
interests and great business experience, and it cer¬ 
tainly cannot be argued that Dollar of California 
was in the dark as to the meaning of such language 
—and all three had the assistance of able counsel 
throughout. 

Further, in the Commission’s proposals of April 
28, 1938, which subsequently fell through, a 
“pledge” of stock was sought and the plaintiff’s 
replies indicate beyond doubt they knew the mean¬ 
ing and import of the word, as also that of the 
word “.guarantee.” 

But more significant and more damaging to their 
case and conclusive is their own interpretation in 
the nature of admissions against interest, after the 
deal was made and long before this suit was entered. 
R. Stanley Dollar in December, 1940, referred to 
himself—his reference to the others not being binding 
on them—as a former owner of the stock in con¬ 
troversy, while in his tax return for the year 1938 
he indicated that the contract provided for “the 
surrender and transfer” of all right, title and 
interest in the A stock thus listed in his return. 
The plaintiff Lorber was of the same opinion, and 
the balance sheet of plaintiff Dollar of California 
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as of December 31, 1938, indicated a similar view 
with respect to its conclusions as to the character of 
the matter, while strangely enough the stock was 
again set up on its books in 1942 as an asset after 
counsel had been employed to recover it. The execu¬ 
tors of the estate of the late J. Harold Dollar, Keith 
Ferguson and Robert Dollar II, who were also par¬ 
ties to the agreement in issue, petitioned the Cali¬ 
fornia courts for an order authorizing the sale to 
the Commission of all its “right, title and interest” 
in the A stock held by it which was approved. This 
while it may or may not be a quasi-admission cer¬ 
tainly is a “surrounding circumstance 77 which can¬ 
not be overlooked because of its clear showing of 
the intent of these two parties to the agreement. 

Further the Dollar interests were insistent that 
the Dollar name, flag and insignia, be no longer 
used by Dollar of Delaware and that some pro¬ 
vision be made for the absorption by it of some if 
not all of the employees of the management com¬ 
pany, The Robert Dollar Company. These are facts 
whose significance cannot be explained away. 

Stress has also been laid on the fact that “equity 
will not permit the mortgagee 77 to secure “from 
the mortgagors stockholders a conveyance of the 
same control of the equity of redemption as it w r ould 
have received had the corporation itself conveyed. 
Otherwise the rules of equity applicable to a re¬ 
lease of the equity of redemption would become 
a sham. 77 No authority is cited in support of this 
proposition, but it may be pointed out here that a 
“. . . corporation is a person and its ownership is 
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a non-conductor that makes it impossible to at¬ 
tribute an interest in its property to its members.” 
Klein v. Board of Supervisors, 282 U. S. 19, 24 
(1930). 

With reference to the claim of gross disparity 
and bargaining power, this argument carries no 
weight. The Commission was as reluctant to assert 
its rights as a creditor against Dollar of Delaware 
and as anxious to have the operation of the line 
continue as were the Dollar interests; and the in¬ 
dividual plaintiffs stood to gain by being bailed out 
of a situation that for them at the time was border¬ 
ing on the catastrophic, as most certainly neither 
Dollar of California nor its affiliates, nor the per¬ 
sonal plaintiffs would escape unscathed if the line 
went to the wall. The whole history of negotiations 
between the parties leading up to the agreement of 
August 15, 1938, lends emphasis to the fact that 
the end result to be obtained, if at all possible, was 
the continuation of the line in business. There were 
proposals for “guarantees,” and as has been ob¬ 
served, of pledge and collateral stemming from both 
sides, but time and circumstance became master of 
the situation and apparently it was felt that the 
only hope of solution and the only circumstances 
under which an operating subsidy could then be 
granted and further public money poured into a 
sinking enterprise in an effort to salvage it, was by 
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its complete divorcement from both the personal 
and corporate plaintiffs. 

I am of the opinion therefore that the transfer 
was outright and one of title and so hold. A great 
deal of stress has also been laid by exceedingly 
able and resourceful counsel on the so-called value 
of the stock. With reference to that let it simply be 
observed the line was at the end of its resources 
and there is a serious question as to whether or not 
the stock had any value at the time. 2 In essence the 
situation it seems to me comes down factually to 
this; the plaintiffs were caught between Scylla and 
Charybdis. On the one side was disaster complete 
and irretrievable, which meant undoubtedly not 
only the end of Dollar of Delaware but in all prob¬ 
ability, if not the end then certainly damage of an 
irreparable character to Dollar of California and 
its affiliates, and to the financial stability of the 
personal plaintiffs. On the other there was still hope 
of saving something. They decided to jettison what 
they could, to save themselves and Dollar of Cali¬ 
fornia and its associated enterprises. 

Counsel will prepare tentative findings of fact 
and conclusions of law and proper order. 

/s/ MATTHEW P. McGUIRE, 

United States District Judge. 

December 2, 1948. 

[Endorsed]: Filed December 2, 1948. 


2 In the executor’s petition mentioned above it is alleged that at a 
forced sale the value of the ships would be insufficient to pay the 
debt due the United States and there would be a large deficiency 
judgment entered. 
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its complete divorcement from both the personal 
and corporate plaintiffs. 

I am of the opinion therefore that the transfer 
was outright and one of title and so hold. A great 
deal of stress has also been laid by exceedingly 
able and resourceful counsel on the so-called value 
of the stock. With reference to that let it simply be 
observed the line was at the end of its resources 
and there is a serious question as to whether or not 
the stock had any value at the time. 2 In essence the 
situation it seems to me comes down factually to 
this; the plaintiffs were caught between Scylla and 
Charybdis. On the one side was disaster complete 
and irretrievable, which meant undoubtedly not 
only the end of Dollar of Delaware but in all prob¬ 
ability, if not the end then certainly damage of an 
irreparable character to Dollar of California and 
its affiliates, and to the financial stability of the 
personal plaintiffs. On the other there was still hope 
of saving something. They decided to jettison what 
they could, to save themselves and Dollar of Cali¬ 
fornia and its associated enterprises. 

Counsel will prepare tentative findings of fact 
and conclusions of law and proper order. 

/s/ MATTHEW F. McGUIRE, 

United States District Judge. 

December 2, 1948. 

[Endorsed]: Filed December 2, 1948. 


2 In the executor's petition mentioned above it is alleged that at a 
forced sale the value of the ships would be insufficient to pay the 
debt due the United States and there would be a large deficiency 
judgment entered. 
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[Title of District Court and Cause] 

ORDER 

Government Counsel has submitted fifty-one find¬ 
ings of fact, all of which are covered either explicitly 
or implicitly in the memorandum opinion filed De¬ 
cember 2,1948. 

This opinion covered in its essential aspects the 
ultimate facts found by the court and upon which its 
decision rests. The rule requires no more. Federal 
Rules Civil Procedure 52. No purpose can be served 
by repetitive descent to detail. 

MATTHEW F. McGUIRE 
U. S. District Judge 

March 21, 1949 

[Endorsed]: Filed March 21, 1949. 


[Title of District Court and Cause.] 

FINAL JUDGMENT 

This cause having come on for trial and upon the 
testimony of the witnesses and other evidence of 
record, and the Court having fully considered the 
same, and having adopted its memorandum opinion 
filed on December 2, 1948 as its findings of fact and 
conclusions of law (as it may do under the provisions 
of Rule 52 of the Federal Rules of Civil Procedure, 
as amended), it is hereby 

Adjudged, Ordered and Decreed that the plaintiffs 
having failed to establish a cause of action, the com- 
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plaint therefore is dismissed, the defendants to have 
and recover their costs against the plaintiffs. 

MATTHEW P. McGUIRE 
Judge 

March 31, 1949. 

[Endorsed] Filed March 31,1949. 


[Title of District Court and Cause.] 

NOTICE OF APPEAL 

V 

Notice Is Hereby Given this 28th day of April, 
1949, that R. Stanley Dollar, Dollar Steamship 
Line, a California corporation, The Robert Dollar 
Co., a California corporation, and H. M. Lorber, 
plaintiffs above named, hereby appeal to the United 
States Court of Appeals for the District of Columbia 
from the final judgment rendered in this action and 
entered herein on March 31, 1949 in favor of the de¬ 
fendants and against said plaintiffs. 

GREGORY A. HARRISON 
MOSES LASKY 

BROBECK, PHLEGER & HARRISON 
CLINTON M. HESTER 
MICHAEL M. KEARNEY 
Attorneys for plaintiffs and appellants R. Stanley 
Dollar, Dollar Steamship Line, The Robert Dollar 
Co. and H. M. Lorber. 


[Endorsed]: Filed April 28, 1949. 
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[Title of District Court and Cause.] 

DESIGNATION BY APPELLANTS OF CON¬ 
TENTS OF RECORD ON APPEAL 

Appellants hereby designate the complete record 
and all of the proceedings and evidence in this action 
to be contained in the record on appeal herein, con¬ 
sisting of: 

1. The Complaint, filed November 6, 1945. 

2. The order on mandate reversing judgment of 
the District Court, filed herein on or about May 8, 
1947. 

3. The Amended Complaint, filed herein on or 
about May 9, 1947. 

4. Notice of motion for leave to file supplemental 
complaint, to add party plaintiff and parties de¬ 
fendant, and notice calling up for hearing defend¬ 
ants' motion to substitute parties defendant, filed 
herein on or about May 9,1947. 

5. Stipulation for substitution of plaintiff, addi¬ 
tion of defendants and filing of supplemental com¬ 
plaint, filed herein on or about May 27,1947, and the 
order of the court entered thereon. 

6. Supplemental Complaint. 

7. 44 Stipulation and Agreement", filed herein on 
or about June 11, 1947, and the order of the court 
entered thereon. 

8. The Answer, filed herein on or about July 29, 
1947. 

9. Stipulation, filed herein on or about July 29, 
1947 and the order entered thereon. 

10. Stipulation, filed herein on or about August 
12, 1947 and the order entered thereon. 
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11. Reporter’s transcript of all the evidence and 
proceedings at the trial in this cause, which com¬ 
menced on April 21, 1948. 

12. All exhibits offered and received or rejected 
at the trial. 

13. Memorandum opinion of the court, filed on 
December 2,1948. 

14. Final judgment entered March 31, 1949, to¬ 
gether with docket entry showing date of entry of 
the judgment. 

15. Notice of appeal. 

16. Appeal bond. 

17. This designation. 

GREGORY A. HARRISON 
MOSES LASKY 

BROBECK, PHLEGER & HARRISON 
CLINTON M. HESTER 
MICHAEL M. KEARNEY 
Attorneys for plaintiffs and appellants. 

[Endorsed]: Filed April 28, 1949. 

[Title of District Court and Cause.] 

ORDER DIRECTING FORWARDING OF 
ORIGINAL PAPERS TO COURT OF AP¬ 
PEALS, UNDER RULE 75(i) OF THE 
RULES OF CIVIL PROCEDURE 

The plaintiffs having appealed from the final judg¬ 
ment herein, and 

It appearing to this Court that the exhibits in this 
case are numerous and the transcript lengthy, and 
the Court being of the opinion that the original 
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papers and exhibits should be sent to the appellate 
court in lieu of copies, under Rule 75 (i) of the Rules 
of Civil Procedure. 

Now, Therefore, It Is Hereby Ordered that the 
Clerk of this Court shall forward to the Court of 
Appeals for the District of Columbia, in lieu of 
copies thereof, the original exhibits received in evi¬ 
dence on the trial of this cause, together with the 
reporter's transcript of the trial and proceedings 
commencing April 21, 1948, now on file, and also the 
originals of all other papers and documents referred 
to in the “Designation by Appellants of Contents 
of Record on Appeal" filed or to be filed herein by 
plaintiffs. 

The foregoing original papers shall be returned 
to the Clerk of this Court by the Clerk of said Court 
of Appeals when, upon the conclusion of the appeal 
herein, the mandate of said Court of Appeals shall 
be sent down to this Court or as soon thereafter as 
may be practicable. 

Dated: April 28, 1949. 

MATTHEW F. McGUIRE, 
Judge. 

[Endorsed]: Filed April 28, 1949. 


[Title of District Court and Cause.] 

COUNTERDESIGNATION OF CONTENTS OF 
RECORD ON APPEAL 


The Clerk of the Court will please include the fol- 
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lowing additional portions of the record in the record 
on appeal: 

(1) Stipulation extending time to answer, filed 
herein on July 23, 1947, and the order of the Court 
thereon. 

(2) Stipulation concerning capacity of Keith R. 
Ferguson, dated August 27, 1947, and filed herein 
on February 4,1948. 

(3) Order of the Court entered March 21, 1949. 

MELVIN H. SIEGEL, 

Special Assistant to the Attorney 
General, 

Attorney for Defendants. 
[Endorsed]: Filed May 11, 1949. 


[Title of District Court and Cause.] 

ORDER DIRECTING FORWARDING OF 
ORIGINAL PAPERS TO COURT OF 

APPEALS 

The Court having previously entered an order on 
April 28, 1949, directing the forwarding of certain 
original papers to the Court of Appeals, and it ap¬ 
pearing to the Court that the defendants have sub¬ 
sequently filed a counterdesignation of record, 

Now, Therefore, It Is Hereby Ordered that the 
papers and other documents referred to in defend¬ 
ants 7 counterdesignation of record shall be included 
among the original papers to be forwarded to the 
Court of Appeals. 

MATTHEW F. McGUIRE 
U. S. District Judge. 

[Endorsed]: Filed May 11, 1949. 
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In the United States Court of Appeals 
District of Columbia 

No. 10299 

R. STANLEY DOLLAR, et al., 

Plaintiffs, 

vs. 

EMORY S. LAND, et al., 

Defendants. 

ORDER RELATIVE TO MATERIAL TO BE 
PRINTED IN APPENDICES TO BRIEFS 

ON APPEAL 

Upon application of counsel for appellants and 
good cause appearing therefor, 

It Is Hereby Ordered, as follows: 

1. No party need print in the appendix to its 
brief any portion of that certain printed book en¬ 
titled “Financial Readjustments in Dollar Steam¬ 
ship Lines, Inc., Ltd.”, sometimes referred to in the 
record herein as the First Blue Book and also re¬ 
ferred to in defendants' Answer herein as Exhibit 
A thereto, although not physically attached, or any 
portion of that certain printed book entitled “Re¬ 
organization of American President Lines, Ltd.,” 
sometimes referred to in the record herein as the 
Second Blue Book and referred to in defendants 7 
Answer herein as Exhibit F, although not physically 
attached. 

2. Without printing any portion of the foregoing 
First Blue Book or Second Blue Book, any party 
to this cause, whether appellant or appellee, may 




vs. Emory S. Land, et al 


283 


make reference thereto in its brief with the same 
effect but with no greater effect than if they were 
so printed. 

Dated: June 25, 1949. 

Per Curiam 

The foregoing order is approved by counsel for 
appellees. 

EDWARD H. HICKEY 

Special Assistant to Attorney 
General 

Attorney for Appellees 

[Endorsed] : Filed June 25, 1949. 


District Court of the United States 1* 
For the District of Columbia 


No. 31468 


DOLLAR, et al, 


vs. 

LAND, et al, 


Plaintiffs, 


Defendants. 


Washington, D. C., Wednesday, April 21, 1948. 

This case came on for trial before Associate Just¬ 
ice Matthew F. McGuire, at 10 a.m. 

Appearances: For Plaintiffs: Mr. Gregory Harri¬ 
son, Mr. Moses Lasky, and Mr. Michael M. Kearney. 
For Defendants: Mr. Melvin H. Siegel, Mr. Donald 

# Page numbers appearing at top of page of original certified 
Res porter’s Transcript. 
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B. MacGuineas, and Mr. Alvin O. West, United 

States Department of Justice, Washington, D. C. 

# * # # # 

PROCEEDINGS 

The Deputy Clerk: The case of Dollar versus 
Land. [3] 

■* * * * * 

Mr. Harrison: May I proceed, Your Honor? 

The Court: Yes. 

OPENING STATEMENT ON BEHALF 
OF, PLAINTIFFS 
By Mr. Harrison: 

• * * * • 

The purchase price of the 502’s was $3,850,000; 

[6] that of the 535’s was $5,625,000. 

• * ♦ * • 

And so from late 1929, Dollar of California [8] 
and Dollar of Delaware were jointly and severally 
liable to the United States on the 502’s, and Dollar 
of Delaware, Dollar of California, and R. Stanley 
Dollar were jointly and severally liable for the un¬ 
paid balance for the 535’s. 

Shortly afterward, Dollar of Delaware agreed to 
indemnify Dollar of California and R. Stanley Dol¬ 
lar in respect to any liability on these ship-sale 
notes. 

Thus, as to the United States, they were jointly 
and severally liable, but as between themselves, R. 
Stanley Dollar and Dollar of California were sure¬ 
ties, and Dollar of Delaware was the principal 
debtor. 
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In 1931, Dollar of Delaware borrowed from [9] 
the United States more than $11,000,000, to aid in 
the construction and equipment of two new steam¬ 
ships, the President Coolidge and the President 
Hoover, and gave its notes therefor, secured by first 
preferred mortgage on these two vessels. 

These vessels were constructed at a total cost of 
nearly $16,000,000, and, upon completion, they were 
placed in the trans-Pacific service on one of the 
ocean mail routes under the terms of the mail con¬ 
tract requiring them to be operated on regular 
schedule. 

• * * * * 

[Opening statement on behalf of Defendants 
omitted.] 

* * * * « 

Mr. Harrison: May it please the Court, there [60] 
are numerous formal allegations of the complaint 
respecting parties and a corporate entity, the 
amount in controversy, and succession, both of 
parties plaintiff and parties defendant, with respect 
to their interests, which are admitted by the answer, 
and I will not now take any of the Court’s time 
with reference to those allegations. 

But at the very outset, may it please the Court, 
we wish to put in evidence a portion of the stipu¬ 
lation, to the end that we may proceed to introduce 
in evidence portions thereof. 

That is a stipulation which is of record and has 

been approved by the Court. 

* * * * * 

At this point, then, we wish to enter in the record 
the basic provisions of the stipulation of facts, in 
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pursuance of which we will introduce in evidence 
certain parts thereof. 

This is quoting from the stipulation of facts which 
we now wish to place in evidence in the record: 

“In order to facilitate the production of evidence 
[61] at the trial of the above-entitled cause, the 
parties hereby stipulate the facts stated in Articles 
I to XXIII, inclusive, below, and further stipulate 
as follows: 

“1. Any numbered or lettered paragraph or sub¬ 
division of any article may be offered in evidence at 
the trial of this cause by any party without any 
foundation other than this stipulation and without 
any objection to the competency of the proof to 
establish the fact, but subject to any and all objec¬ 
tions to relevancy and materiality, which shall stand 
upon the same footing as if the evidence were 
adduced otherwise than by stipulation. 

“2. Any document identified by this stipulation 
as a true copy may be offered in evidence at the 
trial of this cause by any party without any founda¬ 
tion other than the portion of the stipulation 
whereby it is identified. Save as may otherwise ex¬ 
pressly be provided in this stipulation, the intro¬ 
duction of any such document or its use in evidence 
shall be subject to the same objections to which it 
would be subject were it identified or authenticated 
by competent testimony. 

“3. Neither this stipulation nor any artiVe 
hereof may be offered in evidence as a whole. Any 
offer in ovhVnee nnv r> 'vlien hereof 
tain not more than one numbered or lettered para- 
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graph, or if any such paragraph contains [62] 
numbered or lettered subdivision, not more than 
one such subdivision, but any party may make as 
many such offers as he or it may be advised. A 
separate offer shall be made of each document 
herein identified which any party desires in evi¬ 
dence. 

“4. This stipulation shall be filed in the cause, 
but no part of Articles I to XXIII, inclusive, and 
none of the documents herein identified, shall be 
considered as being in evidence unless offered and 
received as above stated. 

“5. Any party may offer in evidence any num¬ 
bered or lettered paragraph or subdivision of any 
article or the identification of any document or any 
document without the necessity of offering any 
other part of this stipulation or any other document. 

“6. Any party may make the same use of any 
fact herein stipulated and of any document identi¬ 
fied in this stipulation as if proof of such fact or 
the identity and authenticity of any such document 
had been adduced by competent testimony of wit¬ 
nesses or other competent evidence. 

“7. The parties reserve the right to offer any 
evidence they may deem proper other than, or in 
addition to, the facts stated in this stipulation but 
not contradictory thereof, except that in any in¬ 
stance where it is stipulated that a certain docu¬ 
ment or statements therein [63] may be deemed or 
taken to be evidence of the facts Therein stated, 
any party may be free to offer contradictory evi¬ 
dence/’ 

We now offer in evidence, may it please the Court, 
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a portion of the stipulation which relates to para¬ 
graph 8 of the amended complaint, as to which there 
was an admission by answer, but now which is 
modified in effect by the stipulation, is superseded 
by article 17, sections 1, 7, 8, and 9 thereof— 

The Court: Now, wait until I find article 17. 

Mr. Harrison: It is at page 111 of the stipula¬ 
tion, may it please the Court. We offer in evidence 
the following portion of article 17, reading section 
1 as follows: 

“1. Preferred stock of Dollar of Delaware was 
first issued in the names of Dollar of California, 
The Robert Dollar Co., Admiral Oriental Line and 
the Anglo Bank subsequent to April 20, 1938, and 
was first delivered to said parties by Dollar of Dela¬ 
ware and receipted for by the recipients on April 
25, 1938. Preferred stock was first issued in the 
names of so-called trade creditors of Dollar of 
Delaware subsequent to April 20, 1938, and was first 
delivered to them by mail on April 22 and 23, 1938, 
by Dollar of Delaware.” 

And in paragraph 7 of the same article, we offer 
in evidence the following: 

<4 7. The total number of shares of preferred 
stock issued by Dollar of Delaware and outstanding, 
all of which was issued in April 1938, was and is 
34,243, of the par value of $100 each/' 

And paragraph 8, reading as follows: 

4 ‘8. The total number of shares of A stock of 
Dollar of Delaware outstanding at all times from 
and including 1938 is 252,000.” 

And paragraph 9, reading as follows: 

“9. The total number of shares of B stock of 
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Dollar of Delaware outstanding at all times has 
been and is 2,100,000.’ 7 

With reference to the allegations in paragraphs 
9 to 12, inclusive, of the amended complaint, deal¬ 
ing with stock ownership and the answer thereto, 
stipulation article 5, paragraph 1— 

Mr. MacGuineas: Do you have the pages, as you 
give these, Mr. Harrison? 

Mr. Harrison: Yes, sir, we will give them to 
you—page 45. 

If your Honor please, we read in evidence Article 
5, section 1, as follows: 

“1. In September, 1929, Dollar of Delaware is¬ 
sued a total of 2,100,000 shares of its Class B com¬ 
mon stock to Dollar of California and The Robert 
Dollar Company and [65] and 210,000 shares of its 
Class A common stock to certain individuals, and 
they became the owners thereof, as follows: 


Class B: No. of Shares 

Dollar of California.1,872,210 

Robert Dollar Company. 227,790 


Total.2,100,000 

Class A: 

R. Stanley Dollar. 21,380 

J. Harold Dollar . 21,380 

Hugo M. Lorber. 9,174 

Herbert Fleishhacker . 98,198 

Mortimer Fleishhacker . 26,122 

Others . 33,746 


Total 


210,000” 
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And paragraph 3 of the same article 5: 

“3. On November 29, 1929, Dollar of Delaware 
issued an additional 42,000 shares of its Class A 
c omm on stock to certain individuals who became 
the owners of said stock as follows: 


J. Harold Dollar . 14,000 

R. Stanley Dollar. 14,000 

Herbert Fleishhacker . 14,000 


Total . 42,000” 


And paragraph 6 of the same article: [66] 

“6. No other shares of common stock were ever 
issued by Dollar of Delaware. The stated value of 
each share of the Class A stock was five times that 
of the stated value of each share of the Class B 
stock, but each Class A and Class B share had one 
vote.” 

And paragraph 7 of the same article: 

“7. In 1930 Admiral Oriental Line acquired 122 
shares of the A stock, and The Robert Dollar Co. 
acquired 2,075 shares of the A stock, from some of 
the parties described in subdivision 1 of Article Y 
of this stipulation as “others”, and they became 
the owners, respectively, of said 122 shares and 
2,075 shares.” 

And paragraph 8, as follows: 

“8. In 1932 R. Stanley Dollar and J. Harold 
Dollar each acquired 2200 shares of the A stock 
from Herbert Fleishhacker and became the owners 
thereof. Sometime between 1929 and 1938 R. Stan¬ 
ley Dollar became the owner of an additional 513 
shares of A stock originally issued to one of the 
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parties described in subdivision 1 of Article V of 
this stipulation as ‘Others 7 , which 513 shares stood, 
on October 26, 1938, in the name of his nominee, 
C. P. Ritter.” 

And paragraph 9: 

“9. On April 7,1936, J. Harold Dollar died [67] 
and 37,600 shares of the Class A stock of Dollar 
of Delaware then owned by him passed to his 
estate. 77 

And paragraph 10: 

“10. On October 24, 1938, the Robert Dollar 
Company transferred and conveyed to Dollar of 
California 227,790 shares of the Class B and 2,075 
shares of Class A stock of Dollar of Delaware. 77 

And paragraph 11: 

“11. On October 26, 1938, 2,099,995 shares of 
Class B stock and 113,206 shares of Class A stock 
of Dollar of Delaware were, and, save as noted in 
paragraphs 7, 8, 9 and 10 above, had at all times 
after the issuance thereof been owned as follows: 


Class B: 

Dollar of California.2,099,995 


Class A: 

R. Stanley Dollar. 38,113 

J. Harold Dollar Estate. 37,600 

Hugo M. Lorber. 9,174 

Mortimer Fleishhacker . 26,122 

Dollar of California. 2,075 

Admiral Oriental Line. 122 


113,206 77 
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And paragraph 12: 

“12. On October 26, 1938, 49,313 shares of the 
[68] above listed shares, including an undivided % 
interest in 6,660 shares, of the Class A stock owned 
by R. Stanley Dollar and the J. Harold Dollar Estate 
were subject to existing pledges to The Anglo Cali¬ 
fornia National Bank of San Francisco (hereafter 
referred to as the Anglo Bank). These shares had 
been pledged to said bank in 1934 to secure exist¬ 
ing debts of R. Stanley Dollar and J. Harold Dollar 
to said bank. 77 

And passing now to paragraph 23 of the same 
article: 

“23. On June 30, 1944, the Dollar Investment 
Company succeeded to all rights, title and interest 
in any property or assets of any description owned 
by the Admiral Oriental Line. On January 11, 
1945, by successive decree of distribution and trans¬ 
fer by the distributees, the J. Harold Dollar Es¬ 
tates Company succeeded to all right, title and 
interest in any property or assets of any descrip¬ 
tion held by the Estate of J. Harold Dollar. On 
November 7, 1945, The Robert- Dollar Co. succeeded 
to all rights, title and interests in any property or 
assets of any description owned by the Dollar 
Investment Company and the J. Harold Dollar 
Estates Company. On October 23, 1945, Mortimer 
Fleishhacker and his nominees transferred to the 
plaintiff, R. Stanley Dollar, all their right, title 
and interests, if any, in 13,061 shares of Class A 
stock owned by Mortimer [69] Fleishhacker on 
October 26, 1938; Documents 5-14, 5-15 and 5-16 
are true copies of the instruments of transfer. 77 
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And in the same article, paragraph 24: 

“24. Except for the transfers, if any, referred 
to in subdivision 23 of Article V, the parties there 
referred to did not at any time after October 26, 
1938, make transfers of any interest in any A 
stock of Dollar of Delaware or American President 
Lines, Ltd.” 

And paragraph 25: 

“25. The plaintiffs represent, and upon such 
representation the defendants stipulate with the 
plaintiffs, that at no time since October 26, 1938, 
have the plaintiffs made any transfers of any B 
stock of American President Lines, Ltd. or Dollar 
of Delaware, or of any of the A stock of that 
corporation referred to in this case, or of any 
interest therein, legal or equitable.” 

If the Court please, there are two other formal 
matters of stipulation. 

The Court: By way of recapitulation, to make 
sure I have it straight, under article 17, page 111, 
paragraphs 1, 7, and 8? 

Mr. Harrison: And 9. 

The Court: And 9; that is right. Article 5, 
paragraphs 1, 3, 6, 7, 8, 9, 10,11, 12, 23, 24, and 25? 

Mr. Harrison: That is correct, your Honor. [70] 

I had overlooked one or two formal matters of 
stipulation—article 1, paragraph 1, of the stipu¬ 
lation should have been inserted before the por¬ 
tions I have just read, as a matter of chronology 
or as a matter of logic. Quoting from that, it is: 

“The plaintiff Dollar Steamship Line (herein¬ 
after [71] called Dollar of California) is and at all 
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times mentioned in the amended complaint and in 
the supplemental complaint has been a corpora¬ 
tion organized and existing under the laws of the 
State of California with its principal place of 
business in the State of California.” 

And the next paragraph, 2: 

“Dollar Steamship Lines, Ina, Ltd. w r as or¬ 
ganized as a corporation under the laws of Dela¬ 
ware in 1929, and will be referred to for con¬ 
venience as Dollar of Delaware. On November 21, 
1938, by amendment of its Articles of Incorpora¬ 
tion it changed its name to American President 
Lines, Ltd.” 

Referring now to paragraph 13 of the amended 
complaint, and 4 of the answer, we have the follow¬ 
ing stipulation, which is Article 3— 

The Court: What page? 

Mr. Laskey: Page 38. 

Mr. Harrison: Paragraph 1: 

“By agreement dated September 25, 1923, Dol¬ 
lar of California purchased from the United States, 
represented by the United States Shipping Board, 
seven 502 type combination passenger-cargo steam¬ 
ships, to wit, the Presidents Harrison, Garfield, 
Polk, Monroe, Van Buren, Adams and Hayes. Docu¬ 
ment 3-1 is an [72] original of the purchase agree¬ 
ment. The purchasers gave promissory notes, as 
provided for in the agreement, payable to the 
United States and maturing at regular intervals 
over a period of years ending March 15, 1936. The 
502 vessels were placed in operation on regularly 
scheduled round-the-world service inaugurated by 
Dollar of California in 1924.” 
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And Article III, paragraph 2, as follows: 

“By agreement dated April 29, 1925, Dollar of 
California and R. Stanley Dollar purchased from 
the United States, represented by the United States 
Shipping Board, five 535 type combination passen¬ 
ger-cargo steamships, to wit, the Presidents Lin¬ 
coln, Cleveland, Pierce, Taft and Wilson. Docu¬ 
ment 3-2 is an original of the purchase agreement. 
The purchasers gave promissory notes, as pro¬ 
vided for in the agreement, payable to the United 
States and maturing at regular intervals over a 
period of years ending May 1, 1937. The 535 ves¬ 
sels were placed in operation by Dollar of Cali¬ 
fornia in trans-Pacific service from ports in Cali¬ 
fornia to the Orient and return/ 7 

And paragraph 3: 

“On or about May 14, 1925, R. Stanley Dollar 
agreed to assign to Dollar of California all of his 
interest in said contract of which Document 3-2 
is an original and all of his interest in the said 535 
[73] vessels. 77 

And paragraph 6 of the same article: 

“In 1929 Dollar of California borrowed from 
the United States, represented by the United States 
Shipping Board, a total of $750,000 to recondition 
the three 502 ships, Presidents Adams, Garfield 
and Harrison, and delivered to the United States 
a series of promissory notes totalling $750,000 pay¬ 
able at regular intervals over a period of years 
ending on August 20, 1944. 77 
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We now turn to Article IV, page 41, paragraph 

1 : 

6 ‘Dollar of California was the sole maker of 
the ship sales notes issued in payment for the 
502’s and of the notes issued for the reconstruc¬ 
tion loans of the three 502’s. R. Stanley Dollar 
and Dollar of California were the sole makers of 
the ship sales notes issued in payment for the 
535’s and were co-makers thereof. Documents 4-1, 
4-2 and 4-3 are, respectively, true copies of one of 
the 502 ship sales notes, one of the 535 ship sales 
notes, and one of the 502 reconstruction notes. 
Document 4-1 is identical with all said 502 ship 
sales notes (except the notes on the President 
Hayes); Document 4-2 is identical with all the 535 
ship sales notes, and Document 4-3 with all the 
502 reconstruction notes, except for the date of [74] 
making, amount, date of maturity, name of ship to 
which the note refers, and the number of the note. 
Document 4-4 is a true copy of one of the President 
Hayes ship sales notes and is typical of all. The 
ship sales notes and the 502 reconstruction notes 
were issued in a total of 15 series, each of which 
series related to a specific vessel and was secured 
by an individual first preferred mortgage on the 
vessel to which it related. Document 4-5 is a true 
copy of one of said mortgages and is typical of all.” 

We wish now to read from the stipulation— 

The Court: Now, by way of recapitulation, Ar¬ 
ticle I, page 3, paragraphs 1 and 2; and Article 

III, page 38, paragraphs 1, 2, 3, and 6; and Article 

IV, page 41, paragraph 1. 
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Mr. Harrison: That is correct, your Honor. 

From page 37 of the stipulation, the paragraphs 
numbered R. S, and T, in Article II, reading as 
follows: 

“Wherever in this stipulation any letter, wire, 
or other communication is identified as being from 
one named party to another, it is understood that 
said communication was sent by the addressor and 
received by the addressee on or about its date. 77 

“S. Any document which either heretofore or 
hereafter in this stipulation is stated to be a true 
copy may be used by any party hereto with the same 
[75] force and effect as if it was the original. 

“T. In this stipulation various documents have 
heretofore been referred to and designated, and 
other documents w T ill hereafter be referred to and 
designated, as 'Document . 7 , the blank be¬ 

ing filled in with appropriate number. Each docu¬ 
ment so referred to is identified by a rubber stamp 
legend thereon reading: 

“ ‘IT. S. Dist. Court, Dist. of Col. 

Dollar, et al., v. Land, et al., 

Civil Action No. 31468. 

“ 'This is Document No.referred to in 

the "Stipulation of Facts 77 . 


For Plaintiffs, 


For Defendants. 7 77 
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Mr. MacGuineas: You didn’t finish the para¬ 
graph, Mr. Harrison. 

The Court: With the blanks being properly- 
filled in? 

Mr. Harrison (resuming reading): “—with the 
blank being properly filled in and signed by Moses 
Lasky or by Gregory A. Harrison as counsel for 
plaintiffs and by Melvin H. Siegel as counsel for 
defendants. In the interests of brevity the docu¬ 
ments [76] are not attached to this stipulation but 
will be made available at the trial.” 

At this time, may it please the Court, we offer 
in evidence the document which has just been 
referred to as Document No. 4-1, being a promis¬ 
sory note signed by Dollar Steamship Line, in the 
sum of $5,000, dated February 28, 1924. 

Mr. MacGuineas: No objection. 

The Court: For the purposes of the case, and 
of the record, perhaps in the stipulation it should 
be marked as Plaintiffs’ Exhibit 1. 

Mr. Harrison: Correct, sir. 

(The promissory note referred to as Docu¬ 
ment No. 4-1 was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 1.) 

Mr. Harrison: Next we offer in evidence, as 
Plaintiffs’ Exhibit 2, the document numbered in 
the stipulation as No. 4-2, being a promissory note 
in the sum of $56,250, dated June 9, 1925, signed 
by R. Stanley Dollar and Dollar Steamship Line. 

The Court: Very well. 
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(The promissory note referred to as Docu¬ 
ment No. 4-2 was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 2.) 

Mr. Harrison: And as No. 3 for the plaintiffs, 
we offer in evidence the form of promissory note 
in the sum of [77] $15,000, dated July 18, 1929, 
signed Dollar Steamship Line, and call attention to 
the fact that it is one of the reconditioning notes 
referred to in the paragraph of the stipulation just 
read. 

The Court: That will be No. 3. 

(The promissory note dated July 18, 1929, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 3.) 

Mr. Harrison: We next offer in evidence promis¬ 
sory note in the sum of $27,500, dated January 15, 

1924, signed Dollar Steamship Line, and ask that 
it be admitted in evidence as No. 4 for the plain¬ 
tiffs. 

The Court: Very well. 

(The promissory note dated January 15, 
1924, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 4.) 

Mr. Harrison: Next we offer in evidence, as 
No. 5 for the plaintiffs, the form of preferred 
mortgage, being a mortgage dated the 9th of June, 

1925, and signed “Dollar Steamship Line, by R. 
Stanley Dollar, Vice President,” and ask that it 
be marked for the plaintiff next in order. 

The Court: Very well. 
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(The preferred mortgage dated June 9,1925, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs 7 Exhibit No. 5.) 


[Plaintiffs 7 Exhibit 5 reads in part as fol- [78] 
lows:] 

PREFERRED MORTGAGE TO UNITED 
STATES OF AMERICA 

This Mortgage, made this 9th day of June, in the 
year, 1925, by and between Dollar Steamship Line, 
a corporation organized under the laws of the State 
of California, hereinafter called the Mortgagor, 
party of the first part, and United States of America, 
represented by the United States Shipping Board, 
hereinafter called the Mortgagee, party of the second 
part, 

Witnesseth: 

Whereas, the Mortgagor is the sole owner of the 
vessel or steamship President Pierce, official number 
220987, of about 14123 gross tons and 8393 net tons 
register; and 

Whereas, the Mortgagor is justly indebted to the 
Mortgagee in the sum of Seven hundred fifty thous¬ 
and and no/100 dollars ($750,000.00), upon the pur¬ 
chase price of said vessel; and 

Whereas, the Mortgagor has, for the purpose of 
duly securing the payment of said indebtedness and 
the interest thereon, duly authorized and directed 
the execution and delivery of this preferred mortgage 
and the notes herein described to the Mortgagee; 
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Now, Therefore, This Mortgage Witnesseth: 

That in consideration of the premises and of the 
sum of One Dollar ($1.00) to it duly paid by the 
Mortgagee, at or before the sealing and delivery of 
these presents, and for other valuable considerations, 
receipt whereof is hereby acknowledged, and in order 
to secure the payment of said principal sum of Seven 
hundred fifty thousand and no/100 dollars ($750,- 
000.00) and interest thereon at the rate of four and 
one quarter per centum (4*4%), payable annually, 
and of the said notes, and the performance of all the 
covenants and conditions herein, the Mortgagor has 
granted, bargained, sold, conveyed, transferred, as¬ 
signed, remised, released, mortgaged, set over, and 
confirmed, and by these presents does grant, bargain, 
sell, convey, transfer, assign, remise, release, mort¬ 
gage, set over, and confirm, unto the Mortgagee, its 
successors and assigns, all of the following described 
property, to wit: 

That certain steel vessel or steamship President 
Pierce, official number 220987, of about 14123 gross 
tons, and 8393 net tons register, which said vessel is 
more fully described in her certificate of registry, a 
true copy of which is hereto attached and made a 
part hereof, together with all her engines, boilers, 
machinery, masts, bowsprits, boats, anchors, cables, 
rigging, tackle, apparel, furniture, and all other ap¬ 
purtenances thereunto appertaining and belonging, 
and any and all additions, improvements, and re¬ 
placements hereafter made in or to said vessel or any 
part or appurtenance or equipment thereof. 

To Have And To Hold all the property aforesaid 
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unto the Mortgagee, its successors and assigns, for¬ 
ever; 

Provided, However, and these presents are upon 
the condition that if the Mortgagor, its successors or 
assigns, shall pay or cause to be paid to the Mort¬ 
gagee, its successors or assigns, the said principal 
sum of Seven hundred fifty thousand and no/100 
dollars ($750,000.00), and interest thereon at the rate 
of four and one quarter per centum (4*4%), pay¬ 
able annually, by payment of the following described 
notes in accordance with the terms and conditions of 
such notes; * * * 

***** 

The aforesaid notes are of the following numbers, 

amounts and dates of maturity: 

***** 

and are substantially in the following form, the 
proper amounts, numbers, and dates of maturities to 
be inserted therein: 

No. 

$ 

On or before the 1st day of May, 19.., for value re¬ 
ceived, the undersigned promises to pay to the 
United States of America, or order, at the office of 
the United States Shipping Board, Washington, 
D. C., in gold coin, or its equivalent in funds current 

in New York City, the sum of.Dollars, 

and to pay interest thereon, from the date hereof, at 
four and one quarter per centum (4*4%) per an¬ 
num, payable annually, in like coin or such equiva¬ 
lent, at said office, on the 1st day of May, in each 
year, until the payment of the principal hereof. 
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This note is one of a series of eleven (11) notes, 
aggregating Seven hundred fifty thousand and 
no/100 dollars ($750,000.00) principal amount, of 
like form and tenor, save for their respective amounts 
and/or dates of maturity, all given in payment for 
the Am erican Steel Vessel or Steamship President 
Pierce, Official Number 220987. Each of said notes 
is issued under and secured by a first preferred mort¬ 
gage on the said vessel, which mortgage is dated 
June 1925, and has been negotiated, and received by 
the holder hereof subject to all the terms and condi¬ 
tions of said mortgage, and secured thereby to the 
same extent as if said mortgage were set out herein 
in full. In case of any default specified in said mort¬ 
gage this note may become or be declared immedi¬ 
ately due and payable in a manner and with the 
effect provided in said mortgage. 

This note may be redeemed at the option of the 
maker at any time by payment of the principal 
amount hereof together with accrued interest hereon. 

In Witness Whereof the undersigned have ex- 
cuted this note on the.day of June, 1925. 

ARTICLE I. 

PARTICULAR COVENANTS OF THE 
MORTGAGOR 

The Mortgagor, for itself, its successors and as¬ 
signs, hereby covenants and agrees to and with the 
Mortgagee, its successors and assigns, that the vessel 
and all appurtenances thereunto appertaining and 
belonging and replacements hereafter made in or to 
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same are to be held subject to the further covenants, 

conditions and uses hereinafter set forth: 

* * * * * 

Section 8. That the Mortgagor shall maintain and 
preserve the vessel in as good condition, working 
order and repair as at the date of the execution of 
this mortgage, so far as may be practicable, ordinary 
wear and tear and depreciation excepted, and shall 
keep the vessel in such condition as will entitle her 
to the highest classification and rating for such 
vessels of the same age and type in the American Bu¬ 
reau of Shipping, and annually shall furnish to the 
Mortgagee a certificate by such Bureau that such 
class is maintained. 

***** 

Section 11. That the Mortgagor shall not make 
any sale or other transfer of the property subject or 
to become subject to this mortgage without the writ¬ 
ten consent of the Mortgagee first obtained, and such 
written consent to any one such sale or transfer shall 
not be deemed a waiver of this provision in respect to 
any subsequent proposed transfer, but the Mortgagor 
may, for uses lawful for American vessels but sub¬ 
ject nevertheless to all the provisions of this mort¬ 
gage, charter the said vessel to citizens of the United 
States as defined in the ‘ 4 Merchant Marine Act, 
1920,” and, so far as permitted by regulations of the 
United States Shipping Board, to persons not citi¬ 
zens of the United States, and the Mortgagor may 
also upon approval of the United States Shipping 
Board first had and obtained mortgage the said 
vessel to citizens of the United States as defined in 
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the “Merchant Marine Act, 1920,” subject, however, 
to the prior lien and provisions of the mortgage. 

* * * * * 

ARTICLE II. 

DEFAULT 

Section 1. In case any one or more of the follow¬ 
ing events, herein termed events of default, shall 
happen, viz: 

(a) Default for more than fifteen (15) days after 
it falls due in the payment of any instalment of in¬ 
terest on any of said notes; or 

(b) Default in the due and punctual payment of 
the principal of any note when the same shall be¬ 
come due; or 

(c) Default in the due and punctual performance 
of any provision of Section 3 of Article I hereof; or 

(d) The Mortgagor shall sell or attempt to sell 
the vessel or any part thereof or transfer the flag of 
the vessel without the written consent of the Mort¬ 
gagee ; or 

(e) The vessel shall be libelled or levied upon or 
taken by virtue of any attachment or execution 
against the Mortgagor, and such libel, levy, attach¬ 
ment or execution is not released within fifteen (15) 
days; or 

(f) The Mortgagor shall remove or attempt to re¬ 
move the vessel beyond the limits of the United 
States save on voyages with the intent of returning 
to the United States; or 

(g) If the Mortgagor shall be dissolved or be ad¬ 
judged a bankrupt, or shall make a general assign- 
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ment for the benefit of its creditors, or shall lose its 
charter bv forfeiture or otherwise, or if a receiver or 
receivers shall be appointed for the vessel or of the 
property of the Mortgagor; or 

(h) Default for more than fifteen (15) days after 
notice in writing given by the Mortgagee in the 
prompt and faithful performance of any of the other 
covenants, agreements or conditions herein con¬ 
tained, 

then and in each and every such case the Mortgagee 
thereupon may: 

(a) Declare all of the said principal sum and said 
notes then outstanding to be immediately due and 
payable, and from such time the same shall bear in¬ 
terest at the rate of six per centum (6%) per an¬ 
num, and said notes may be forthwith sold at private 
or public sale by the Mortgagee herein, provided that 
if before anv such sale all defaults shall have been 
remedied and removed and full performance made 
by the Mortgagor to the satisfaction of the Mort¬ 
gagee, and all arrears of interest secured hereby and 
the reasonable charges and expenses of the Mort¬ 
gagee, its agents and attorneys, and all other indebt¬ 
edness secured hereby, except the said principal and 
interest accrued since the last interest day, shall be 
paid, the Mortgagee shall then waive any such de¬ 
fault by written notice to that effect to the Mort¬ 
gagor, but no such waiver shall affect any subsequent 
or other default nor impair any rights or remedies 
consequent thereon; 

(b) Recover judgment for any amount due on said 
notes or any of them either by their terms or by 
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virtue of such declaration, and collect the same out 
of any property of the Mortgagor; 

(c) Retake the vessel without legal process, 
wherever the same may be, and the said Mortgagor 
shall forthwith surrender possession of the vessel 
upon the demand of the Mortgagee, and the Mort¬ 
gagee may hold, lease, charter, operate, or otherwise 
use the vessel for such times and upon such terms 
as it may deem to the best advantage of all con¬ 
cerned. If at any time the Mortgagee shall avail itself 
of its right herein given to retake the vessel and so 
does, it shall have the right to dock the vessel for a 
reasonable time at any dock, pier, or other premises 
of the Mortgagor without charge, or to dock the vessel 
at any other place at the cost and expense of the 
Mortgagor. 

(d) Retake, without legal process, the vessel 
wherever the same may be found, and the Mortgagor 
shall upon demand of the Mortgagee forthwith sur¬ 
render to the Mortgagee possession of the vessel, and 
the Mortgagee may sell the same at public sale free 
from any claim of or by the Mortgagor of any nature 
whatsoever by first giving a printed notice of such 
sale for ten (10) consecutive days, except Sundays, 
in some newspaper published in the City of New 
York, State of New York, and in the City of San 
Francisco, State of California, and in some news¬ 
paper, if any, published at the place of sale, and by 
mailing notice of such sale to the Mortgagor at the 
last known address, and said sale may be held at such 
place or places and at such time or times as the Mort¬ 
gagee may by such notices have therein specified. 
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and said sale may be conducted without bringing 
said vessel to the said place of sale, and in such 
manner as the Mortgagee may deem to its best ad¬ 
vantage, and the Mortgagee may become the pur¬ 
chaser at said sale. 

The Mortgagee and its successors and assigns 
hereby are irrevocably appointed the true and lawful 
attorneys of the Mortgagor in its name and stead 
to make all necessary transfers of the vessel thus 
sold, and for that purpose, it or they will execute all 
necessary instruments of assignment and transfer, 
the Mortgagor hereby ratifying and confirming all 
that its said attorneys shall lawfully do by virtue 
hereof. Nevertheless, the Mortgagor shall, if so re¬ 
quested by the Mortgagee, ratify such sale and con¬ 
firm same by executing and delivering to the pur¬ 
chaser or purchasers of such vessel proper bills of 
sale, conveyances, instruments of transfer and re¬ 
leases as may be designated in such request. 

(e) In addition to any and all other rights, priv¬ 
ileges, and powers granted herein and conferred, the 
Mortgagee shall be entitled as a matter of right, to 
the appointment of a receiver or receivers of the 

vessel who shall have full rights to use the same. 

§ * » « » 

In Witness Whereof, the Mortgagor has executed 
this mortgage the day and year first above written. 

DOLLAR STEAMSHIP LINE 
By /s/ R. STANLEY DOLLAR 
Vice President. 

Attest: 

W. J. BUSH, 

Asst. Secretary. 
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Mr. Harrison: We now ask to introduce, ap- [80] 
pearing on page 41 of the stipulation, Article IV, 
paragraph 2: 

“On or about May 14,1925, the Board of Directors 
of Dollar of California adopted the following reso¬ 
lution: 

“ ‘Resolved: That, whereas, R. Stanley Dollar has 
agreed to assign to the Company all of his interest 
[81] in the contract of April 29th, 1925, for the pur¬ 
chase of five (5) vessels from the United States of 
America, represented by the United States Shipping 
Board, and all of his interest in the vessels them¬ 
selves ; 

“ ‘Now Therefore, Be It Resolved: That said as¬ 
signment be accepted by the Company, and that this 
Company in consideration thereof indemnify said R. 
Stanley Dollar against all liability in connection with 
his having executed said contract of April 29th, 1925, 
and in connection with any of the terms and provi¬ 
sions of said contract and the purchase of said ves¬ 
sels, and that this Company further indemnify said 
R. Stanley Dollar against any and all liabilities in 
connection with the execution by him of any promis¬ 
sory notes, mortgages or other evidences of indebted¬ 
ness or deferred obligation pursuant to said contract 
and/or the purchase of said vessels. 

“ ‘And the President and Secretary of this Com¬ 
pany are hereby authorized and directed to enter 
into, execute and deliver in behalf of the Company 
such form of agreement or other document as may 
be necessary to carry out the above mentioned as¬ 
signment and indemnity.’ ” 
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And paragraph 4 of the same article: 

“On September 16,1929, Dollar of Delaware, Dol¬ 
lar of California, and the United States, represented 
by the United States Shipping Board, entered [82] 
an agreement relating to the 502’s of which Docu¬ 
ment 4-6 is an original.” 

And at this point we wish, may it please the Court, 
to offer in evidence the document 4-6 just referred to, 
being an agreement dated the 16th of September, 
1929, between Dollar Steamship Line, Dollar Steam¬ 
ship Lines, Incorporated, Limited, and the United 
States of America, and signed by the parties named. 

The Court: Plaintiffs 7 Exhibit 6. 

(The agreement dated September 16, 1929, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 6.) 

[Plaintiffs’ Exhibit 6 reads in part as follows: 

Agreement made this 16th day of September, 1929, 
between Dollar Steamship Line, a corporation of 
the State of California, hereinafter called the Mort¬ 
gagor, Dollar Steamship Lines, Inc., Ltd., a corpora¬ 
tion of the State of Delaware, hereinafter called 
Buyer, and United States of America, herein¬ 
after called Mortgagee, represented by the United 
States Shipping Board acting by and through the 
United States Shipping Board Merchant Fleet Cor¬ 
poration, a corporation of the District of Columbia, 

Witnesseth: 

• t t * • 

Now, Therefore, in consideration of the mutual 
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promises, covenants and agreements hereinafter set 
forth the parties hereto agree as follows: 

First: The Mortgagee hereby consents to the sale 
and transfer of said vessels President Harrison, 
President Hayes, President Adams, President Gar¬ 
field, President Polk, President Monroe and Presi¬ 
dent Van Buren by the Mortgagor to the Buyer and 
hereby approves the surrender by the Mortgagor of 
the Marine Document of each of said vessels, both 
such consent and approval being subject, however, 
to the maintenance of the liens of the preferred 
mortgages hereinbefore referred to, and held by the 
Mortgagee; and also upon the express conditions 
that: 

1. The transfer of each vessel shall be effected 
by the recording of a proper bill of sale for said 
vessel from the Mortgagor to the Buyer, in the 
office of the Collector of Customs of the Home Port 
of said vessel; 

2. Concurrently with the filing of such bill of 
sale for record the Mortgagor shall surrender to 
the Collector of Customs of the Home Port of said 
vessel, or to the Collector of Customs of another 
port of the United States in which said vessel then 
is, the original outstanding Marine Document of 
said vessel; 

3. The Buyer forthwith shall cause a new Ma¬ 
rine Document for said vessel to be issued in the 
name of the Buyer and cause the endorsement of 
the aforesaid preferred mortgage or mortgages to 
be transferred from the old Marine Document of 
said vessel and indorsed upon such new Marine 



312 


R . Stanley Dollar, et al 


Document and shall do all things necessary to con¬ 
tinue and maintain the preferred liens of said 
mortgage and/or mortgages as to each vessel. 

Second: Nothing herein contained shall release or 
discharge the Mortgagor from its obligations and lia¬ 
bilities for the full and faithful performance and 
observance of all the terms, covenants and conditions 
of the said preferred mortgages hereinbefore re¬ 
ferred to, and said agreements for loans in aid of 
reconditioning, remodeling and improving certain of 
said vessels nor release nor discharge the Mortgagor 
from the payment of said unpaid promissory notes 
hereinbefore referred to and secured by said pre¬ 
ferred mortgages. 

Third: The Mortgagor and the Buyer hereby 
jointly and severally promise and agree for and on 
behalf of themselves, their successors and assigns, 
that they and each of them will pay the aforesaid 
unpaid promissory notes, totaling in principal 
amount the sum of Three Million Sixty Thousand 
Dollars ($3,060,000.00), together with interest there¬ 
on at the times and places and in the manner in said 
notes provided, and will perform and observe all and 
singular the covenants, agreements and conditions of 
said preferred mortgages and said contracts to be 
performed and observed by or on the part of the 
Mortgagor. 

Fourth: The Mortgagor and the Buyer hereby 
further jointly and severally promise and agree for 
and on behalf of themselves, their successors and as¬ 
signs, that they and each of them (a) will perform 
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and observe all and singular the covenants, agree¬ 
ments and conditions of a certain loan contract 
agreed to be made between the Mortgagor and Mort¬ 
gagee, for the reconditioning, remodeling and im¬ 
provement of one of the Steamships “President 
Hayes”, “President Monroe” and “President Van 
Buren”; (b) will repay the principal amount, with 
interest, of the loan to be made by the Mortgagee 
pursuant to said loan agreement; (c) will perform 
and observe all the agreements, covenants and condi¬ 
tions of a certain blanket preferred mortgage agreed 
to be given the Mortgagee to secure repayment of 
said loan and other loans already made, and (d) will 
jointly and severally or otherwise as required by the 
Mortgagee, execute the said loan agreement, the said 
notes and the said mortgage which have been agreed 
to be given as aforesaid. 

In Witness Whereof, the parties hereto have ex¬ 
ecuted this agreement, in five parts, as of the day 
and vear first above written. 

DOLLAR STEAMSHIP LINE, 

By /s/ ROBERT DOLLAR 
President. 

Attest: 

/s/ D. BUCKLEY, Asst. Secretary. 

DOLLAR STEAMSHIP LINES, INC., 
LTD., 

By /s/ H. M. LORBER 
Vice President. 

Attest: 

/s/ I). BUCKLEY, Secretary. 
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UNITED STATES OF AMERICA, 
By UNITED STATES SHIPPING 
BOARD, 

By UNITED STATES SHIPPING 
BOARD MERCHANT FLEET 
CORPORATION, 

By /s/ J. C. JENKINS, 

Vice President Administration. 

Attest: 

/s/ SAMUEL GOODACRE, Secretary. 

Approved as to Form: 

/s/ W. H. SKINNER, Assistant Counsel. 

/s/ CHAUNCEY G. PARKER, 

General Counsel. 


• * « * • 

Mr. Harrison: We offer, if it may please the Court, 
now to read into evidence from page 42 of the stipu¬ 
lation, article 4, paragraph 5, as follows: 

“On the same date, Dollar of Delaware, Dollar of 
California and the United States, represented by the 
United States Shipping Board, entered into an 
agreement relating to the 535’s of which Document 
4-7 is an original.” 

And we offer 4-7, so identified, being an agree- [89] 
ment between those parties, dated September 16, 
1929, as I believe No. 7 for the plaintiffs. 

The Court: Very well. 

(The agreement dated September 16, 1929, 
referred to as No. 4-7, was accordingly marked 
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and received in evidence as Plaintiffs’ Exhibit 
No. 7.) 


[Plaintiffs’ Exhibit 7 reads in part as follows: 

This Agreement made this 16th day of Septem- 
1929, between R. Stanley Dollar, an individual 
of San Francisco, California, Dollar Steamship 
Line, a California corporation, hereinafter called 
“Mortgagor”, Dollar Steamship Lines, Inc., Ltd., a 
Delaware corporation, hereinafter called “Buyer”, 
and United States of America, hereinafter called 
“Mortgagee”, represented by the United States 
Shipping Board, acting by and through the United 
States Shipping Board Merchant Fleet Corpora¬ 
tion, a District of Columbia corporation, 

Witnesseth: 

#***-» 

Now, Therefore, in consideration of the premises 
and of the mutual and dependent promises herein¬ 
after set forth and other good and valuable con¬ 
sideration, the parties hereto agree as follows: 

First: The Mortgagee hereby consents to the 
sale and transfer of said Steamships President 
Taft, President Cleveland, President Wilson, Presi¬ 
dent Lincoln and President Pierce, to the Buyer 
and approves the surrender by the Mortgagor of 
the marine documents of each of said vessels, both 
such consent and approval being subject, however, 
to the maintenance of the lien of the preferred 
mortgage on each vessel hereinbefore referred to 
held by the Mortgagee, and upon the express condi¬ 
tions that:— 
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L The transfer of each of said vessels shall be 
effected by the recording of a bill of sale for 
each of said vessels from the Mortgagor to the 
Buyer in the Office of the Collector of Customs 
of the Home Port of said vessels at a time when 
said vessel is either in its Home Port or in some 
other port in the United States; 

2. Concurrently with the filing of such bill of 
sale for record, the Mortgagor shall surrender to 
the Collector of Customs of the Home Port of 
said vessel, or to the Collector of Customs of 
another Port of the United States in which said 
vessel then is, the original outstanding marine 
document of said vessel. 

3. The Buyer forthwith shall cause a new 
marine document for each of said vessels to be 
issued in the name of the Buyer and cause the 
endorsement of the aforesaid preferred mortgage 
given to secure the unpaid purchase price of each 
vessel to be transferred from the old marine 
document of such vessel and endorsed upon such 
new marine document, and shall do all things 
necessary to continue and maintain the preferred 
lien of said mortgage on each vessel. 

Second: R. Stanley Dollar, the Mortgagor and 
the Buyer, jointly and severally covenant and agree 
to perform and observe all and singular the cove¬ 
nants, agreements and conditions contained in said 
contract dated April 29, 1925, as amended and 
modified by said written agreement made November 
16, 1926, to be performed and observed by or on 
the part of R. Stanley Dollar and the Mortgagor. 
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Third: Nothing herein contained shall release 
or discharge the Mortgagor from its obligations 
and liabilities for the full and faithful performance 
and observance of all the terms, covenants and 
conditions of each of said preferred mortgages 
hereinabove referred to, or release or discharge the 
Mortgagor from the payment of the promissory 
notes hereinbefore referred to, secured by said pre¬ 
ferred mortgages, and it is expressly understood 
that nothing herein contained shall release or dis¬ 
charge R. Stanley Dollar and the Mortgagor from 
their obligations and liabilities for the full and 
faithful performance of the covenants, agreements 
and conditions contained in the aforesaid contract 
dated April 29, 1925, modified and amended as 
aforesaid. 

Fourth: The Mortgagor, R. Stanley Dollar and 
the Buyer, jointly and severally, promise and agree 
for themselves and their heirs, executors, adminis¬ 
trators, successors and assigns to pay the aforesaid 
unpaid promissory notes totalling in principal 
amount the sum of Two Million, Nine Hundred Six 
Thousand Two Hundred and Fifty Dollars ($2,906,- 
250.) together with interest thereon, at the times 
and place and in the manner in said notes pro¬ 
vided. 

Fifth: R. Stanley Dollar and the Mortgagor 
agree, simultaneously with the execution and de¬ 
livery of this agreement to furnish to the Mortgagee 
a rider to the bond, given pursuant to the provisions 
of said contract dated April 29, 1925, by the terms 
of which rider the sureties on said bond consent 
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and agree to the transfer and sale of said vessels 
to the Buyer, and agree to remain bound on said 
bond- 

Sixth: The Mortgagor and Buyer jointly and 
severally, hereby covenant and agree on behalf of 
themselves and their successors and assigns to per¬ 
form and observe all and singular the covenants, 
agreements and conditions of each of said preferred 
mortgages given by the Mortgagor to the Mort¬ 
gagee, to be performed and observed by or on the 
part of the Mortgagor therein named. 

In Witness Whereof the parties hereto have exe¬ 
cuted this agreement in five parts as of the day and 
year first above written. 

R. STANLEY DOLLAR 
By /s/ J. HAROLD DOLLAR 
Attomev-in-fact. 

Witness: 

[Illegible] 

DOLLAR STEAMSHIP LINE, 

By /s/ ROBERT DOLLAR 
President. 

Attest: 

/s/ D. BUCKLEY, Secretary. 

DOLLAR STEAMSHIP LINES, INC., 
LTD., 

By /s/ H. M. LORBER 
Vice President. 

Attest: 

/s/ D. BUCKLEY, Secretary. 
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UNITED STATES OF AMERICA, 

By UNITED STATES SHIPPING 
BOARD, 

By UNITED STATES SHIPPING 
BOARD MERCHANT FLEET 
CORPORATION, 

By /s/ J. C. JENKINS, 

President. 

Attest: 

/$/ SAMUEL GOODACRE, Secretary. 

Approved as to Form: 

/s/ W. H. SKINNER, Assistant Counsel. 

/s/ CHAUNCEY G. PARKER, 

General Counsel. 

* * * * » 


• * * * * 

Mr. Harrison: Reading from the following para¬ 
graph 6, of [91] Article 4, on page 43: 

“On February 10,1930, an agreement was entered 
into between R. Stanley Dollar and Dollar of Dela¬ 
ware, of which Document 4-8 is an original.” 

And we now offer that document, to-wit, Document 
4-8, as identified in the stipulation, as exhibit for the 
plaintiffs next in order. 

The Court: Will you identify the paragraph [92] 
again of the stipulation? 

Mr. Harrison: That is paragraph 6 of article 4, 
on page 43, may it please the Court. 

The Court: I have it; very well. 
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(The agreement dated September 16, 1929, 
referred to as Document No. 4-8, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs’ Exhibit No. 8.) 

Mr. Harrison: This document is brief, may it 
please the Court, and reads as follows: 

"Know All Men By These Presents: 

“Whereas, on the 16th day of September, 1929, R. 
Stanley Dollar, an individual, of San Francisco, Cali¬ 
fornia, Dollar Steamship Line, a California corpora¬ 
tion, Dollar Steamship Lines Inc., Ltd., a Delaware 
corporation, and United States of America, repre¬ 
sented by the United States Shipping Board acting 
by and through and United States Shipping Board 
Merchant Fleet Corporation, a District of Columbia 
corporation, entered into an agreement for the pur¬ 
pose of conveying the following-named vessels: 

SS “President Taft” 

SS “President Wilson” 

SS “President Cleveland” 

SS “President Lincoln” 

SS “President Pierce”; and [93] 

“Whereas, R. Stanley Dollar on May 14, 1925, 
assigned to Dollar Steamship Line all his right, title, 
and interest in and to that certain contract dated 
April 29, 1925, covering the purchase of the above 
vessels from the United States Shipping Board, and 
all his right, title, and interest of whatsoever kind in 
and to the said vessels covered by the contract; and 
“Whereas, R. Stanley Dollar, in order to effect 
the conveyance of the above-mentioned vessels and 
assignment of the contract dated April 29, 1925, to 
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Dollar Steamship Lines Inc., Ltd., agreed as set 
forth in the agreement dated September 16, 1929, to 
remain liable for the full and faithful performance 
of the covenants and conditions contained in the con¬ 
tract dated April 29, 1925, including the payment of 
certain notes more fully described in the contract 
dated September 16, 1929; 

“Now, Therefore, in consideration of the prem¬ 
ises, Dollar Steamship Lines Inc., Ltd., a corpora¬ 
tion, hereby agrees to and does indemnify, save, and 
hold harmless R. Stanley Dollar from any and all 
claims, assertions of claim, liabilities, debts, and 
obligations whatsoever in any manner arising or to 
arise by reason of the terms and provisions of said 
contract of September 16, 1929.” 

And thus we have the indemnity referred to in the 
opening statement, and the creation or affirm- [94] 
ance of the relationship of surety on the part of R. 
Stanley Dollar. 

We ask now to read in evidence paragraph 7 of 
the same article, on page 43: 

“7. In 1931, Dollar of Delaware borrowed from 
the United States, represented by the United States 
Shipping Board $11,191,400 for the construction, 
outfitting and equipment of the steamships President 
Coolidge and President Hoover, and gave its promis¬ 
sory notes to the United States, secured by a blanket 
first preferred mortgage on the two vessels. Docu¬ 
ment 4-9 is a true copy of said blanket first preferred 
mortgage delivered to the United States and cor¬ 
rectly sets forth the form of the Hoover note and the 
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form of the Coolidge notes; it also correctly states 
the maturity dates of said notes.” 

We now offer in evidence that document, to-wit, 
Document 4-9, as identified in the stipulation, as the 
next exhibit in order for the plaintiffs. 

The Deputy Clerk: That will be Plaintiff’s Ex¬ 
hibit 9. 

The Court: All to the same purpose, I take it. 

(The blanket preferred mortgage, dated Oc¬ 
tober 31,1931, referred to as Document 4^9, was 
accordingly marked as Plaintiffs’ Exhibit No. 
9 and received in evidence.) 

[Plaintiffs’ Exhibit 9 reads in part as fol¬ 
lows : 

BLANKET PREFERRED MORTGAGE 

Dollar Steamship Lines Inc., Ltd., to United States 
of America, on Vessels President Hoover and 
President Coolidge. 

This mortgage made the 1st day of October in 
the year 1931, by and between the Dollar Steam¬ 
ship Lines Inc., Ltd., a corporation duly organized 
and existing under the laws of the State of Dela¬ 
ware (hereinafter called Shipowner), and United 
States of America, represented by the United States 
Shipping Board (hereinafter called Mortgagee), 

Witnesseth: 

Whereas, by two agreements dated October 26, 
1929, between Dollar Steamship Lines Inc., Ltd., 
therein designated as Owner, and United States of 
America, represented by United States Shipping 
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Board, therein designated the Board, it was agreed 
that the Board would lend to the Owner from the 
Construction Loan Fund of the Board pursuant 
to Section 11 of the Merchant Marine Act, 1920, 
as amended, (1) in the first agreement, such sums 
of money not exceeding in the aggregate $5,287,- 
500.00, and not exceeding in the aggregate three- 
fourths of the cost of the vessel President Hoover 
(Hull No. 339), under the construction contract, 
and provided the Owner should make supplemental 
application for an increase of the amount to be lent 
in aid of the construction of the vessel up to three- 
fourths of the cost of hotel equipment, spares, other 
equipment, furniture and furnishings additional to 
the cost under the construction contract with the 
Builder, the Board might in its discretion increase 
the advances by an amount not exceeding three- 
fourths of the cost of said hotel equipment, spares, 
other equipment, furniture and furnishings; and 
(2) in the other agreement, such sums of money 
not exceeding in the aggregate $5,287,500.00, and 
not exceeding in the aggregate three-fourths of the 
cost of the vessel President Coolidge (Hull No. 
340), under the construction contract, and provided 
the Owner should make supplemental application 
for an increase of the amount to be lent in the aid * 
of the construction of the vessel up to three-fourths 
of the cost of hotel equipment, spares, other equip¬ 
ment, furniture and furnishings additional to the 
cost under the construction contract of the builder, 
the Board might in its discretion increase the ad¬ 
vances by an amount not exceeding three-fourths 
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of the cost of said hotel equipment, spares, other 
equipment, furniture and furnishings; and 

Whereas, the Owner did, under date of January 
31,1931, file with the Board a supplemental applica¬ 
tion for such an increase in the amount to be lent 
in the case of each vessel in the amount of Four 
Hundred Thousand Dollars ($400,000.00) in aid of 
outfitting each vessel with hotel equipment, spares, 
other equipment, furniture and furnishings addi¬ 
tional to the cost under the construction contract 
with the builder; and 

Whereas, the Board, by resolution adopted Feb¬ 
ruary 18, 1931, authorized an additional loan to 
the Owner to be used in aid of the construction 
of each vessel in an amount not to exceed three- 
fourths the actual cost of the hotel equipment, 
spares, other equipment, furniture and furnishings 
for each vessel not supplied under the construction 
contract with the builder, and not to exceed Four 
Hundred Thousand Dollars ($400,000.00) in the 
case of each vessel, on the condition, among others, 
that during any period in which each vessel is 
operated in foreign trade the rate of interest on 
said additional advance therefor shall be at the 
rate of three and one-half per centum per annum, 
to which the Owner has fully agreed; and 

Whereas, the construction of the vessel President 
Hoover was on or about July 11, 1931, completed 
and the hotel equipment, spares, other equipment, 
furniture and furnishings were all duly installed 
thereon and the vessel was on that date, duly docu- 
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merited and the Owner on that date gave to the 
Board a first preferred mortgage on said vessel, 
securing the repayment to the Board of the total 
sum of Five Million Five Hundred Ninety-two 
Thousand Nine Hundred Dollars ($5,592,900.00), 
with interest thereon as therein and the forty notes 
given concurrently therewith provided, which mort¬ 
gage was received for record by the United States 
Custom House at San Francisco, California, July 
11, 1931, at 10:56 A.M., and recorded in Book 29 
M.M., page 71, the said forty notes being in two 
series of twenty notes each, the first series for the 
total principal sum of Five Million Two Hundred 
Eighty-seven Thousand Five Hundred Dollars 
($5,287,500.00), bearing interest at the rate of five 
and one-quarter per centum per annum while the 
vessel is operated exclusively in the coastwise trade 
or is inactive and at the rate of one-quarter of one 
per centum per annum while the vessel is operated 
in foreign trade; and the second series in the total 
principal sum of Three Hundred Five Thousand 
Four Hundred Dollars ($305,400.00), bearing in¬ 
terest at the rate of five and one-quarter per centum 
per annum while the vessel is operated exclusively 
in the coastwise trade or is inactive and at the 
rate of three and one-half per centum per annum 
while the vessel is operated in foreign trade; each 
note of the first series being dated July 11, 1931 
and for the principal sum of Two Hundred Sixty- 
four Thousand Three Hundred Seventy-five Dollars 
($264,375.00) and the dates of the maturity of said 
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notes being respectively, July 11 of the years set op¬ 
posite their numbers herein below: 


No. of Note Year of Maturity No. of Note 


No. 1 1932; No. 11 

No. 2 1933; No. 12 

No. 3 1934; No. 13 

No. 4 1935; No. 14 

No. 5 1936; No. 15 

No. 6 1937; No. 16 

No. 7 1938; No. 17 

No. 8 1939; No. 18 

No. 9 1940; No. 19 

No. 10 1941; No. 20 


Year of Maturity 
1942; 
1943; 
1944; 
1945; 
194-6; 
1947; 
1948; 
1949; 
1950; 
1951; 


each note of the second series being likewise dated 
July 11, 1931 and for the principal sum of Fifteen 
Thousand Two Hundred Seventy Dollars ($15,- 
270.00) and the maturity dates of said notes being 
the same day note for note as the maturity dates 
of the notes of the first series; and 


Whereas, it was agreed in the loan agreement 
for the Steamship President Coolidge, as set forth 
in Section 2 thereof, that the Board would from 
time to time, upon the written request of the Owner, 
advance to the Owner, for the purposes therein 
mentioned, sums of money not exceeding in the 
aggregate the aforesaid amounts for said vessel 
and, under Section 3 of said agreement, provision 
was made that concurrently with the filing of an 
application for each advance, the Owner would file 
with the Board a promissory note of the Owner, 
payable to the order of the United States of 
America for the amount of the advance requested, 
payable as in said Section 3 of said agreement men¬ 
tioned, with interest as therein provided, said notes 
to be known as temporary notes and said notes 
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to be secured by mortgage or deed of trust as 
provided in said loan agreement; and 

Whereas, in Section 18 of said agreement for said 
vessel, it was further provided that when the vessel 
should be completed and documented the said tem¬ 
porary notes given under Section 3 thereof should 
be due and payable and other notes which might 
thereafter be referred to as permanent notes, se¬ 
cured by a preferred mortgage on the vessel, should 
be given in lieu of the temporary notes as therein 
provided, except that in Section 20 provision was 
made that upon the completion and documentation 
of the last of said two vessels, the Owner would 
execute and deliver to the Board a blanket pre¬ 
ferred mortgage on both of said vessels securing the 
payment of both of said loans thereon, as therein 
stated; and 

Whereas, the said vessel President Coolidge has 
been duly completed and documented in the name 
of the Owner (hereinafter called Shipowner) and 
pursuant to the loan agreement therefor there have 
been advanced or paid by the Mortgagee to the 
Shipowner, the aggregate sum of Five Million Two 
Hundred Eighty-seven Thousand Five Hundred 
Dollars ($5,287,500.00) in aid of completing the 
vessel under the construction contract, and Three 
Hundred Eleven Thousand Twenty Dollars ($311,- 
020.00) in aid of equipping said vessel with hotel 
equipment, spares, other equipment, furniture and 
furnishings under contracts or arrangements addi¬ 
tional to the construction contract, which sums are 
as appears by certificate by Commissioner H. I. 
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Cone, or other authorized Commissioner of the 
United States Shipping Board, not greater than 
three-fourths of the cost of said vessel under the 
construction contract and the cost of equipping 
same with hotel equipment, spares, other equipment, 
furniture and furnishings, respectively, making a 
total sum of Five Million Five Hundred Ninety- 
eight Thousand Five Hundred Twenty Dollars 
($5,59S,520.00), and twenty permanent notes bear¬ 
ing date the date of this instrument calling for the 
total payment of Five Million Two Hundred 
Eighty-seven Thousand Five Hundred Dollars 
($5,2S7,500.00) and interest thereon as therein pro¬ 
vided and due and payable as in Section 11 of the 
Merchant Marine Act, 1920, as amended, provided 
and as hereinafter set forth, have been given the 
Mortgagee by the Shipowner concurrently with the 
execution and delivery of this instrument, and 
twenty additional permanent notes bearing date the 
date of this instrument calling for the total pay¬ 
ment of Three Hundred Eleven Thousand Twenty 
Dollars ($311,020.00) and interest thereon as therein 
provided and due and payable as in Section 11 of 
the Merchant Marine Act, 1920, as amended, pro¬ 
vided and as hereinafter set forth, have been given 
the Mortgagee by the Shipowner concurrently with 
the execution and delivery of this instrument, and 
it is the desire of the parties that payment of said 
first mentioned forty notes and the forty notes 
given herewith shall be secured by this blanket 
preferred mortgage on the two vessels President 
Hoover and President Coolidge; and 
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Whereas, for the purpose of duly securing pay¬ 
ment of the total indebtedness amounting to Eleven 
Million, One Hundred Ninety-one Thousand Four 
Hundred Twenty Dollars ($11,191,420.00) in princi¬ 
pal amount and interest thereon, the Shipowner has 
duly authorized the execution and delivery of this 
blanket preferred mortgage and the notes herein¬ 
after described dated October 1st, 1931 to the Mort¬ 
gagee as supplemental and in addition to the said 
mortgage and notes of July 11, 1931 on the said 
vessel President Hoover; and 

Whereas, the intention of the parties hereto at 
the time of making said loan agreements and the 
said preferred mortgage on the Steamer President 
Hoover and at the present time of the execution 
and delivery of this blanket preferred mortgage has 
been and now is that the said mortgage on the 
vessel President Hoover, dated July 11, 1931, and 
this mortgage, dated October 1st, 1931, on both ves¬ 
sels shall as far as possible be regarded jointly as 
a single mortgage security for the entire debt, 
namely, the entire sum of both loans, as evidenced 
by the above mentioned forty notes, dated July 11, 
1931, and the said forty notes, dated October 1st, 
1931, hereinafter described, and that these two 
mortgages, namely, the said mortgage of July 11, 
1931 and this mortgage shall, without in any way 
prejudicing the priority of said mortgage of July 11, 
1931, be equal in rank and relation to the entire 
debt; 
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Now Therefore This Mortgage Witnesseth: 

In consideration of the premises and of the sum 
of Eleven Million One Hundred Ninety-one Thou¬ 
sand Four Hundred Twenty Dollars ($11,191,- 
420.00) lent by the Mortgagee to the Shipowner, 
receipt whereof is hereby acknowledged, and to 
secure the payment of said principal sum of Eleven 
Million One Hundred Ninety-one Thousand Four 
Hundred Twenty Dollars ($11,191,420.00) and in¬ 
terest on $5,592,900.00 in the case of the President 
Hoover, and on $5,598,520.00 in case of the Presi¬ 
dent Coolidge, at the rate of five and one-quarter per 
centum (5%%) per annum while each vessel respec¬ 
tively is operated exclusively in the coastwise trade 
or is inactive, and while the vessel President Hoover 
is operated in the foreign trade interest on $5,287,- 
500.00 at the rate of one-quarter (%%) of one per 
centum, per annum, and interest on $305,400.00 at 
three and one-half per centum (3*4%) per annum; 
and while the vessel President Coolidge is operated 
in foreign trade, interest on $5,287,500.00 at the 
rate of one (1%) per centum, per annum, and 
interest on $311,020.00 at the rate of three and one- 
half per centum (3*4%) per annum, all interest 
payable semi-annually, and to secure the observ¬ 
ance and performance of each and every one of the 
covenants, stipulations and conditions set forth 
herein and in said preferred mortgage dated July 
11, 1931 covering the vessel President Hoover and 
in the said forty notes dated July 11, 1931 and the 
forty notes dated October 1st, 1931, the Shipowner 
has granted, bargained, sold, conveyed, transferred, 
assigned, remised, released, mortgaged, set over, 


vs. Emory S. Land, et al 


331 


confirmed and by these presents does grant, bar¬ 
gain, convey, transfer, assign, remise, release, mort¬ 
gage, set over and confirm unto the Mortgagee and 
its assigns all of the following described property, 
to wit: 

The whole of each of the following named vessels: 

Name of Vessel Official No. Gross Tonnage Net Tonnage 
President Hoover 231,008 21,936 12,986 

President Coolidge 231,219 21,936 13,029 

which said vessels are more fully described in their 
marine documents, true copies of which are hereto 
attached and made a part hereof, together with all 
their engines, boilers, machinery, masts, bowsprits, 
boats, anchors, cables, rigging, tackle, apparel, fur¬ 
niture and all other appurtenances thereunto apper¬ 
taining and belonging and all additions, improve¬ 
ments and replacements hereafter made in or to 
the said vessels or either of them or any part or 
appurtenance or equipment thereof. Wherever here¬ 
inafter the word “vessel” or “vessels” is used, that 
word shall be deemed to mean and include the above 
mentioned vessel or vessels and all of aforesaid fur¬ 
niture, appurtenances, improvements and replace¬ 
ments thereon, whether so stated or not. 

To Have And To Hold all and singular the above 
granted and described vessels unto the Mortgagee 
and their assigns to their own use, benefit and be¬ 
hoof forever; Provided, and these presents are upon 
the condition that if the Shipowner shall pay or 
cause to be paid to the Mortgagee the said principal 
sum of Five Million Five Hundred Ninety-two 
Thousand Nine Hundred Dollars ($5,592,900.00) 
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and interest thereon from July 1, 1931, as provided 
in the said forty notes bearing that date, and the 
said principal sum of Five Million Five Hundred 
Ninety-eight Thousand Five Hundred Twenty Dol¬ 
lars ($5,598,520.00) and interest thereon from Oc¬ 
tober 1st, 1931, as provided in the said forty notes 
bearing that date, and as provided herein, and shall 
keep, perform and observe all and singular the 
covenants, conditions, stipulations, promises and 
agreements in said notes and mortgage of July 11, 
1931 and in said notes and this mortgage of October 
1st, 1931, expressed or implied, to be kept, per¬ 
formed and observed by or on the part of the Ship¬ 
owner, then this mortgage and the estate and rights 
hereby granted shall cease, determine and be void, 
otherwise to remain in full force and effect. 


The first set of said twenty notes dated October 
1st, 1931, aggregating Five Million Two Hundred 
Eighty-seven Thousand Five Hundred Dollars 
($5,287,500.00) are numbered 1 to 20 inclusive; each 
note is for the principal sum of Two Hundred 
Sixty-four Thousand Three Hundred Seventy-five 
Dollars ($264,375.00); they all bear date October 
1st, 1931 and the dates of their maturity respec¬ 
tively are October 1st, of the years set opposite 
their numbers herein below: 


No. of Note 
No. 1 
No. 2 
No. 3 
No. 4 
No. 5 
No. 6 
No. 7 
No. 8 
No. 9 
No. 10 


Year of Maturity- 
1932; 

1933; 

1934; 

1935; 

1936; 

1937; 

1938; 

1939; 

1940; 

1941; 


No. of Note 
No. 11 
No. 12 
No. 13 
No. 14 
No. 15 
No. 16 
No. 17 
No. 18 
No. 19 
No. 20 


Year of Maturity 
1942; 
1943; 
1944; 
1945; 
1946; 
1947; 
1948; 
1949; 
1950; 
1951; 
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The second set of said twenty notes dated Octo¬ 
ber 1st, 1931, aggregating Three Hundred Eleven 
Thousand Twenty Dollars ($311,020.00), are like¬ 
wise numbered 1 to 20 inclusive; each note is for 
the principal sum of Fifteen Thousand Five Hun¬ 
dred Fifty-one Dollars ($15,551.00), and the dates 
of their maturity, note for note, is the same as 
that of the said other twenty notes of the same date, 
above described. 

Wherever hereinafter the word “notes” is used, 
that word shall be deemed to mean and include 
the above-mentioned notes; the first series of the 
notes given herewith are substantially in the follow¬ 
ing forms, the blanks therein having been appro¬ 
priately filled: 

(F.orm of Note for loan in aid of construction) 
PROMISSORY NOTE. 


No. $264,375.00 

On or before the- day of . 19-, 


for value received, Dollar Steamship Lines Inc., 
Ltd., a corporation duly organized and existing 
under the laws of the State of Delaware, promises 
to pay to the United States of America, or order, 
at the office of the United States Shipping Board, 
Washington, D. C., in gold coin or its equivalent 
in funds current in New York City, the sum of 
Two Hundred Sixty-four Thousand Three Hun¬ 
dred Seventy-five Dollars ($264,375.00) and to pay 
interest thereon, payable semi-annually, in like coin 
or such equivalent at said office on the 1st day of 
April and the 1st day of October in each year, 
until the principal hereof is paid, as follows: 
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During so much of any interest period as the 
vessel hereinafter referred to is operated exclu¬ 
sively in coastwise trade or is inactive, the rate of 
interest shall be five and one-quarter per centum 
(5%%) per annum; during so much of any interest 
period as the vessel is operated in foreign trade, 

the rate shall be.per centum (...%) 

per annum. The United States Shipping Board may 
prescribe rules for determining the amount of in¬ 
terest payable under the provisions of this note. 

This note is one of a series of twenty notes, 
aggregating Five Million Two Hundred Eighty- 
seven Thousand Five Hundred Dollars ($5,287,- 
500.00) principal amount, of like form and tenor 
save for their respective numbers and dates of 
maturity, all given to secure repayment of a loan 
made Dollar Steamship Lines Inc*, Ltd*, for use 
in aid of the construction of the American steel 
vessel or steamship President Coolidge (Official 
Number 231,219). 

This note is secured by a blanket preferred mort¬ 
gage on the vessels President Hoover and Presi¬ 
dent Coolidge dated ., 1931, and 

this note has been negotiated and received by the 
holder hereof subject to all the terms and condi¬ 
tions of said mortgage, and is secured thereby to 
the same extent as if said mortgage were set out 
herein in full. In case of any default on the part 
of Dollar Steamship Lines Inc., Ltd., in the observ¬ 
ance or performance of any agreement, covenant or 
provision contained in said mortgage, this note may, 
at the option of the holder, be declared and become 






vs. Emory S. Land, et al 


335 


immediately due and payable. It may be redeemed 
at any time, by the payment of the principal amount 
hereof with interest thereon computed to the date 
of payment. 

In Witness Whereof, the undersigned has exe¬ 
cuted this note on this day of., 1931. 

.* 

(Form of Note for loan in aid of hotel equipment) 

PROMISSORY NOTE 


No. $15,551.00 

On or before the-day of.19_, 


for value received, the Dollar Steamship Lines Inc., 
Ltd., a corporation duly organized and existing 
under the laws of the State of Delaware, promises 
to pay to the United States of America, or order, 
at the office of the United States Shipping Board, 
Washington, D. C., in gold coin or its equivalent in 
funds current in New York City, the sum of Fifteen 
Thousand Five Hundred Fifty-one Dollars ($15,- 
551.00) and to pay interest thereon, payable semi¬ 
annually, in like coin or such equivalent at said 
office on the 1st day of April and the 1st day of 
October in each year, until the principal hereof is 
paid, as follows: 

During so much of any interest period as the 
vessel hereinafter referred to is operated exclu¬ 
sively in coastwise trade or is inactive, the rate of 
interest shall be five and one-quarter per centum 
(5%%) per annum; during so much of any interest 
period as the vessel is operated in foreign trade, 
the rate shall be three and one-half per centum 
(3%%) per annum. The United States Shipping 
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Board may prescribe rules for determining the 
amount of interest payable under the provisions of 
this note. 

This note is one of a series of twenty notes, 
aggregating Three Hundred Eleven Thousand 
Twenty Dollars ($311,020.00) principal amount, of 
like form and tenor save for their respective num¬ 
bers and dates of maturity, all given to secure re¬ 
payment of a loan made Dollar Steamship Lines 
Inc., Ltd., for use in aid of equipping the Ameri¬ 
can steel vessel or steamship President Coolidge 
(Official Number 231,219) with hotel equipment, 
spares, and other equipment, furniture and fur¬ 
nishings. 

This note is secured by a blanket preferred mort¬ 
gage on the vessels President Hoover and President 

Coolidge dated., 1931 and this note 

has been negotiated and received by the holder 
hereof subject to all the terms and conditions of 
said mortgage, and is secured thereby to the same 
extent as if said mortgage were set out herein in 
full. In case of any default on the part of Dollar 
Steamship Lines Inc., Ltd., in the observance or 
performance of any agreement, covenant or pro¬ 
vision contained in said mortgage, this note may, 
at the option of the holder, be declared and become 
immediately due and payable. It may be redeemed 
at any time, by the payment of the principal amount 
hereof with interest thereon computed to the date 
of payment. 

In Witness Whereof, the undersigned has exe¬ 
cuted this note on this day of., 1931. 

The Shipowner hereby covenants and agrees to 
pay the principal sum of the amount lent, together 
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with interest thereon, as herein and in said mort¬ 
gage of July 11, 1931, and in said notes of July 
11, 1931, and of this day respectively provided, and 
at all times to keep, perform, and observe all and 
singular the covenants, conditions, stipulations, 
promises and agreements in the said mortgage of 
July 11, 1931 and in this mortgage and in all of 
the said eighty notes, expressed or implied, and 
on its part to be kept, performed and observed. 

The Shipowner may, at its option, pay, upon the 
due date of any interest payment, interest at the 
rate of 5%% per annum and within thirty (30) 
days after such payment may submit to the Board 
an application in writing for a rebate on such 
interest payment accompanied by proof of opera¬ 
tion of the vessel in foreign trade for the whole 
or a substantial part of interest period covered by 
such payment, such proof of operation to be in 
accordance with such rules and regulations as the 
Board may hereafter from time to time prescribe, 
and in such event the Board shall grant a rebate 
on the interest for that part of the period in which 
the vessel shall be so shown to have been operated 
in foreign trade, such rebate to be calculated ac¬ 
cording to rules of the Mortgagee for determining 
the amount of interest to be paid pursuant to the 
provisions of the Merchant Marine Act of 1928, 
and such rebate may be credited by the Board on 
interest which may thereafter accrue. 

The fund from which these loans have been made, 
namely, the Construction Loan Fund, maintained 
under the provisions of Section 11 of the Merchant 
Marine Act, 1920, was created and exists for the 
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general benefit of the American Merchant Marine. 
In consideration of this fact, the Shipowner hereby 
expressly covenants and agrees that neither it nor 
its successors or assigns, nor any other person hav¬ 
ing or hereafter acquiring any interest in said ves¬ 
sels or either of them, may refuse prompt payment 
of any amount due or to become due in repayment 
of the loans hereby secured, or prevent the fore¬ 
closure of this mortgage, or make any set-off, coun¬ 
terclaim or defense in any way, because of any debt 
or claim of any nature whatever, including any debt 
or claim acquired by assignment or otherwise, now 
or hereafter owing to or held by either the Ship¬ 
owner or its successors or assigns or such other 
person having or hereafter acquiring any interest 
in said vessels or either of them, by or against the 
United States Shipping Board, the United States 
Shipping Board Merchant Fleet Corporation, or 
the United States of America through any govern¬ 
mental agency, and it and they are hereby estopped 
from using any such claim as a counterclaim or 
defense to any proceedings of any nature for the 
enforcement of the repayment of these loans with 
interest, at the times, in the amounts and in the 
manner herein, and in the notes provided. 

Wherever herein the word “Board 77 is used, that 
word shall be deemed to mean and refer to the 
United States Shipping Board; and wherever it 
is hereinbefore or hereinafter provided that action 
may be taken by the “Mortgagee 77 or the consent 
or approval of the “Mortgagee 77 is required, the 
action, consent or approval of the United States 
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Shipping Board, or of any agent duly authorized by 
the Board to act in the premises, shall be suffic¬ 
ient; and the act of the Chairman of the Board 
or, in his absence, of any Commissioner of the 
Board shall be deemed to be the act of the Board; 
provided, however, no requirement hereof or of 
the notes shall be deemed waived, unless the waiver 
is evidenced by a formal resolution of the Board. 

ARTICLE I. 

The Shipowner Hereby Further Covenants and 
Agrees: 

Section 1. That the Shipowner was duly orga¬ 
nized and is now existing under the laws of the 
State of Delaware and is now, and shall remain 
during the life of this mortgage, a citizen of the 
United States as defined in Section 2 of the Ship¬ 
ping Act, 1916, as amended, and is duly authorized 
to mortgage the vessels conveyed hereby, and that 
all corporate action necessary and required by law 
for the making and delivery of the notes, and the 
execution and delivery of this mortgage, has been 
duly and effectively taken, and that the notes in 
the hands of the holder thereof are and will be 
valid and enforceable obligations of the Shipowner 
in accordance with their terms. 

Section 2. That the Shipowner lawfully owns 
and is lawfully possessed of the vessels free from 
any lien or incumbrance whatsoever, except liens 
in favor of the United States and current operating 
liens, if any, on the vessel President Hoover, and 
that it will warrant and defend the title and pos¬ 
session thereto and to every part thereof for the 
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benefit of the Mortgagee against the claims and 
demands of all other persons whomsoever. 

Section 3. "That the Shipowner, at its own cost 
and expense, at all times during the continuance of 
this mortgage and until all of the notes have been 
fully paid, will keep each vessel fully insured in 
an amount at least equal to the full commercial 
value of the vessel on full form policies. The risks 
insured against, the amount of insurance, the terms 
of the policies and the insurance companies or 
underwriting funds shall at all times be satisfactory 
to the Board. The amount insured in accordance 
with the above requirements shall at all times for 
each vessel be equal to the insured value as stated 
in the policies.’ 7 

(a) : All policies of insurance shall be taken out 
in the name of the Shipowner for the account of 
whom it may concern, and such policies shall 
be made payable to the United States Shipping 
Board for distribution by it to the Board and/or 
Shipowner as their respective interests may ap¬ 
pear. 

(b) : All policies and cover notes shall be de¬ 
livered to the Board, for its approval and custody. 
Policies, if not in conformance herewith, shall be 
surrendered and cancelled on direction of the Board 
and new policies procured in conformance here¬ 
with. 

(c) : In case either of said vessels is wholly 
destroyed by fire or other casualty or is damaged 
to such an extent that it cannot, in the opinion of 
the Board, be repaired or rebuilt with the money 
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receivable from insurance, then the Board may at 
its option apply such money toward the repayment 
of the loan, whether the notes evidencing the debt 
are due or not, and the Board may at its option 
declare all or any of the notes outstanding and 
unpaid to be immediately due and payable; any 
remaining balance to be distributed as set forth in 
paragraph (a) above. 

***** 

Section 4. The Shipowner will not do any act nor 
voluntarily suffer nor permit any act to be done 
whereby any insurance shall or may be suspended, 
impaired or defeated. The Shipowner will not suffer 
nor permit either of said vessels to engage in any 
voyage or to carry any cargo not permitted under 
the policies of insurance at the time in effect, with¬ 
out first covering the vessel to the amount herein 
provided for with insurance, satisfactory to the 
Mortgagee, for such voyage or the carriage of such 
cargo; but no such voyage shall be made nor such 
cargo transported unless and until such additional 
or substitute insurance has been procured and has 
been approved by the Mortgagee. 

Section 5. The Shipowner will not cause nor per¬ 
mit either of said vessels while subject to this mort¬ 
gage, or while the notes or any part thereof remain 
unpaid, to be operated in any manner contrary to law 
or contrary to any lawful rules or regulations which 
the United States Shipping Board may from time to 
time prescribe. 

* * * * * 

Section 9. The Shipowner will at all times and at 
its own cost and expense: (a) maintain and preserve 
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each vessel, so far as may be practicable, in at least 
as good condition, working order and repair as the 
vessel is in at the date of this mortgage, ordinary 
wear and tear and depreciation excepted, and will 
keep each vessel in such condition as will entitle it 
to the highest classification and rating in the Ameri¬ 
can Bureau of Shipping, for vessels of the same age 
and type; and, (b) annually will furnish to the Mort¬ 
gagee a certificate by such Bureau that such classi¬ 
fication is maintained. 

* * * * * 

Section 12. The Shipowner will not charter, sell, 
mortgage, nor transfer either of said vessels without 
the written consent of the Mortgagee first had 
and obtained, and any such written consent to any 
charter, sale, mortgage or transfer shall not be 
deemed nor held to be a waiver of this provision in 
respect to any subsequent proposed charter, sale, 
mortgage or transfer. Any such charter, sale, mort¬ 
gage or transfer of said vessel shall be subject to the 
provisions of this mortgage and to the prior lien it 
creates. 

Section 13. So long as any principal or interest 
on account of the loan secured by this mortgage, or 
any other indebtedness secured hereby, remains un¬ 
paid, each vessel shall be continuously documented 
under the laws of the United States, and thus main¬ 
tained as a vessel of the United States, and shall be 
operated in round-the-world service, or in such other 
service or services as the Board may by resolution 
hereafter authorize, and not otherwise. 
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Section 14. The Shipowner will comply with and 
satisfy all the provisions of the Ship Mortgage Act, 
1920, as amended, and will establish and maintain 
this mortgage as a blanket preferred mortgage under 
that Act, on the vessels. 

• * * * * 

ARTICLE II. 

Section 1. In case any one or more of the follow¬ 
ing events, herein termed “Events of Default,” shall 
happen, that is to say: 

(a) If default shall be made in the payment of the 
whole or any part of the interest on any of the said 
notes when and as the same shall become payable as 
therein and herein provided, and such default shall 
continue for fifteen days; or 

(b) If default shall be made in the payment of 
the whole or any part of the principal of any of said 
notes when the same shall become due and payable 
as therein and herein provided; or 

(c) If default shall be made in the due and punc¬ 
tual observance and performance of any provision of 
Article 1, Section 3, 4, 13 or 14 hereof; or 

(d) If the Shipowner shall charter, sell, mortgage 
or transfer either of said vessels or shall attempt to 
charter, sell, mortgage or transfer either of said 
vessels, without the written consent of the Mort¬ 
gagee; or 

(e) If either of said vessels shall be libelled or 
levied upon or taken by virtue of any attachment or 
execution or seized by any Governmental authority, 
and shall not be released from such libel, levy, at¬ 
tachment, execution or seizure within fifteen days; or 


344 


R. Stanley Dollar, et al 


(f) If the Shipowner shall remove or attempt to 
remove either of said vessels beyond the limits of the 
United States, save on voyages with the intention of 
returning to the United States; or 

(g) If the Shipowner shall be dissolved or be ad¬ 
judged bankrupt or shall make a general assignment 
for the benefit of its creditors, or shall lose its charter 
by forfeiture or otherwise, or if a receiver or re¬ 
ceivers shall be appointed for either of said vessels, 
or for the property of the Shipowner; or 

(h) If the Shipowner ceases to be a citizen of the 
United States as defined in Section 2 of the Ship¬ 
ping Act, 1916 as amended; or 

(i) If default shall be made by the Shipowner in 
the prompt and faithful performance or observance 
of any other covenant, condition or agreement by it 
to be performed and observed, contained in said 
notes or in this mortgage, and such default shall con¬ 
tinue for fifteen davs; 

then and in each and every such case the Mortgagee 
thereupon may 

(1) declare all of the principal sum and the notes 
then outstanding to be due and payable immediately, 
and upon such declaration the same with interest to 
date of declaration shall become and be immediately 
due and payable, and thereafter shall bear interest 
at the rate of six (6%) per centum per annum; pro¬ 
vided, however, that if before any sale of either 
vessel all defaults shall have been remedied and re¬ 
moved and full performance made by the Shipowner 
to the satisfaction of the Mortgagee and all install- 
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ments of principal and interest in arrears and the 
reasonable charges and expenses of the Mortgagee, 
its agents and attorneys, shall have been paid, then 
and in every such case the Mortgagee may waive any 
such default by written notice to that effect to the 
Shipowner; but no such waiver shall extend to nor 
affect any subsequent or other default or impair any 
rights or remedies consequent thereon. 

(2) bring suit at law, in equity, and/or in admir¬ 
alty, as it may be advised, to recover judgment for 
any and all amounts due under said notes, or any of 
them, or otherwise hereunder, and collect the same 
out of any and all property of the Shipowner whether 
covered by this mortgage or otherwise. 

(3) retake the vessels or either of them without 
legal process wherever the same may be, and the 
Shipowner or other person in possession forthwith 
upon demand of the Mortgagee shall surrender to the 
Mortgagee possession of the vessels or vessel and the 
Mortgagee may hold, lay-up, lease, charter, operate, 
or otherwise use the vessels or vessel for such time 
and upon such terms as it may deem to be for its 
best advantage, accounting only for the net profits, 
if any, arising from such use of the vessels or vessel 
and charging upon all receipts from the use of the 
vessels or vessel or from the sale thereof by court 
proceedings or pursuant to sub-Section (4) next fol¬ 
lowing, all costs, expenses, charges, damages, or 
losses by reason of such use; and if at any time the 
Mortgagee shall avail itself of the right herein given 
it to retake the vessels or vessel and does retake them 
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or one of them the Mortgagee shall have the right to 
dock the vessels or vessel for a reasonable time at any 
dock, pier or other premises of the Shipowner with¬ 
out charge, or to dock it or them at any other place 
at the cost and expense of the Shipowner; 

(4) In addition to the rights of the Mortgagee, 
hereinbefore set forth, the Mortgagee shall have the 
right to sell one or both of the vessels upon such terms 
and conditions as to the Mortgagee shall seem best 
calculated to promote the objects of the Merchant 
Marine Act, 1920, including the right to sell and dis¬ 
pose of one or both of said vessels, free from any 
claim of or by the Shipowner, subject to the require¬ 
ment that the same shall be operated by the pur¬ 
chaser upon the Line or service set forth in the Sec¬ 
tion 13, Article I hereof for the remainder of the 
term fixed thereby, at public sale, by sealed bids or 
otherwise by first publishing notice of any such sale 
for ten (10) consecutive days, except Sundays, in 
some newspaper published in the City of New York, 
State of New York, and in some newspaper published 
in the City of Philadelphia, State of Pennsylvania 
and in some newspaper, if any, published at the place 
designated for such sale or sales, and by mailing 
notice of such sale or sales to the Shipowner at its 
last known address and any such sale may be held 
at such place and at such time as the Mortgagee in 
such notices may have specified, or any such sale may 
be adjourned by the Mortgagee from time to time by 
announcement at the time and place appointed for 
such sale or for such adjourned sale, and without 
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further notice or publication the Mortgagee may 
make any such sale at the time and place to which the 
same shall be so adjourned; and any such sale may 
be conducted without bringing the vessel or vessels 
to the place designated for such sale and in such 
mamier as the Mortgagee may deem to be for its best 
advantage, and the Mortgagee may become *the pur¬ 
chaser at any such sale, and shall have the right to 
credit on the purchase price any or all sums of money 
due to the Mortgagee under the said notes, or other¬ 
wise hereunder. 

The Mortgagee and its assigns hereby irrevocably 
are appointed the true and lawful attorney and at¬ 
torneys of the Shipowner in its name and stead to 
make all necessary transfers of the vessels or vessel, 
and for that purpose it or they shall execute all 
necessary instruments of assignment and transfer, 
the Shipowner hereby ratifying and confirming all 
that its said attorney or attorneys shall lawfully do 
by virtue hereof. Nevertheless, the Shipowner shall, 
if so requested by the Mortgagee, ratify and confirm 
any such sale by executing and delivering to the Pur¬ 
chaser or Purchasers of the vessels or vessel such 
proper bills of sale, conveyances, instruments of 
transfer and releases as may be designated in such 
request. 

The Shipowner covenants and agrees that in addi¬ 
tion to any and all other rights, powers, and remedies 
elsewhere in this mortgage granted to and confirmed 
\ipon the Mortgagee, the Mortgagee in any suit to 
enforce any of its rights, powers, or remedies on 
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proof of default shall be entitled as a matter of right 
and not as a matter of discretion to the appointment 
of a receiver or receivers of the vessels or either of 
them, and that any receiver or receivers so appointed 
shall have full rights and powers to use and operate 
the vessels or either of them, and to a decree order¬ 
ing and directing the sale and disposal of one or both 
of said vessels subject to the requirement that the 
same shall be operated by the purchaser upon the 
Line or Service as set forth in said Section 13, Article 
I hereof for the remainder of the term fixed thereby, 
and the Mortgagee may become the purchaser at said 
sale, but no such sale subject to such requirement 
shall affect the right of the Mortgagee to secure re¬ 
payment of the loans, and the Mortgagee shall have 
the right to credit on the purchase price any and all 
sums of money due to the Mortgagee under the said 
notes, or otherwise hereunder. 

(5) In case the Shipowner permits the vessels or 
either of them by voluntary act or voluntary omission 
to become vessels or a vessel not documented under 
the laws of the United States, the Shipowner shall pay 
to the Mortgagee an amount equal to the difference 
between the interest in fact paid or which may be 
payable on account of the vessels or vessel, computed 
at the rate prescribed in this mortgage, and the 
amount such interest would have been in the case of 
the vessels or vessel if it had been computed at seven 
per centum (7%) per annum from the date of the 
mortgage. 

t * t • 


* 
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ARTICLE IV. 

Pursuant to Section 20 of the Loan Agreements 
for the two vessels, the above mentioned mortgage on 
the S.S. President Hoover dated July 11, 1931, and 
this mortgage shall constitute one Blanket Preferred 
Mortgage so as to make a first preferred lien upon 
the whole of the said vessels President Hoover and 
President Coolidge to secure repayment of all said 
notes heretobefore given and given herewith and 
hereinbefore described aggregating in principal 
amount the sum of Eleven Million One Hundred 
Ninety-one Thousand Four Hundred Twenty Dollars 
($11,191,420.00) and all sums that may hereafter be¬ 
come due under the terms hereof; provided, however, 
that nothing herein contained shall be construed as 
impairing the prior rank and status of said mortgage 
on the S.S. President Hoover dated July 11, 1931. 

ARTICLE V. 

Section 1. This mortgage may be executed simul¬ 
taneously in any number of counterparts and all such 
counterparts executed and delivered each as an orig¬ 
inal shall constitute but one and the same instrument. 

Section 2. All the covenants, promises, stipula¬ 
tions and agreements of the Shipowner in this mort¬ 
gage contained shall bind the Shipowner and its suc¬ 
cessors and assigns and shall inure to the benefit of 
the Mortgagee and its assigns, and all the covenants, 
promises, stipulations and agreements of the Mort¬ 
gagee shall bind the Mortgagee and its assigns and 
shall inure to the benefit of the Shipowner and its 
successors and assigns, whether so expressed or not. 

In Witness Whereof, the Shipowner has executed 


350 R. Stanley Dollar, et al 

this mortgage as of the day and year first above 
written. 

DOLLAR STEAMSHIP LINES, 
INC., LTD., 

By /s/ H. M. LORBER, 

Vice President. 

Attest: 

/s/ D. BUCKLEY, Secretary. 

Approved as to form: 

/s/ WIRT HOWE, Asst, to General Counsel. 
WHS 
WRT 

* * * * * 


* * * * * 

Mr. Harrison: We ask now to read into evi- [101] 
dence, from the same article, page 44, paragraph 15. 
This paragraph commences “thereupon.” It refers 
to certain events recited in a previous paragraph 
which we do not feel the necessity of introducing at 
this time, to wit, after January 25, 1938, and before 
the end of February, the sum of $5,593,743 of the 
insurance proceeds realized on the loss of the Presi¬ 
dent Hoover was applied to the payment— 

The Court: Where is that? You called my atten¬ 
tion to page 44, paragraph 15. 

Mr. Harrison: Yes, sir. It was before that. I was 
just explaining the “thereupon,” so that the record 
would be clear— 

“Thereupon the unpaid indebtedness on ship sales 
notes, the 502 reconstruction notes and the Coolidge 
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notes amounted to $7,493,274.56, which indebtedness 
remained unchanged until October 26, 1938. Of the 
total of $7,493,274.56, the amount remaining unpaid 
on the 502 ship sales and reconstruction notes [102] 
was $1,793,943, the amount remaining unpaid on the 
535 ship sales notes was $1,781,250, and the amount 
remaining unpaid on the Coolidge notes was $3,- 
918,964.” 

And I wish to read into evidence paragraph 16: 

“Notwithstanding anything to the contrary that 
may appear in the allegations of paragraph 13 of the 
Amended Complaint herein and the admissions of 
the Answer, the facts as to the indebtedness of Dollar 
of Delaware, Dollar of California and R. Stanley 
Dollar to the United States (referred to in said para¬ 
graph 13 as indebtedness to the United States Mari¬ 
time Commission), the amounts thereof, and the rela¬ 
tionships borne by the various debtors to each other 
and to the creditor, appear from the facts and docu¬ 
ments stated and referred to in the foregoing provi¬ 
sions of Article IV of this stipulation and other 
material documents, if there are any, identified by 
this stipulation.” 

At this point we would like to call attention to the 
fact that the contract of August 15,1938, Exhibit A 
attached to the amended complaint, is admitted by 
the answer. There was in fact a supplemental con¬ 
tract entered into on August 19, 1938, but its sole 
purpose was to delete one of the parties named in the 
contract dated August 15, as a party; and it is so 
alleged in the amended complaint, paragraph 4, and 
the fact is submitted in paragraph 5. [103] 
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The Court: The Exhibit A is the supplemental 
contract of August 19, 1938? 

Mr. Harrison: It is the amended complaint, Your 
Honor. A supplemental complaint is on file, but it 
does not relate to the basic allegations. 

The Court: What is the supplemental complaint 
supplemental to ?—the amended complaint ? 

Mr. Harrison: That is correct, Your Honor. 

The Court.: All right. 

Mr. Harrison: Now, as to paragraph 15 of the 
amended complaint, we wish to read into evidence 
article* 5, paragraph 14, appearing on page 44 of the 
stipulation. No, that is not right. It is on page 48 of 
the stipulation. 

The Court: At the bottom of the page; I have it. 

Mr. Harrison: (Reading) 

“On or before October 26, 1938, Dollar of Califor¬ 
nia endorsed in blank stock certificates standing in 
its name representing 2,099,995 shares of the Class B 
stock of Dollar of Delaware, and on October 26,1938, 
it delivered those certificates into escrow with Ameri¬ 
can Trust Company pursuant to the agreement of 
August 15, 1938, as amended (copy of which is at¬ 
tached to the complaint herein as Exhibit A), and 
the escrow instructions, copy of which appears at 
pages 129 to 139, inclusive, of Exhibit F at- [104] 
tached to defendants ? Answer herein. On October 26, 
1938, the escrow holder delivered said identical cer¬ 
tificates to an attorney-in-fact of the United States 
Maritime Commission acting as such pursuant to 
resolution of October 21,1938, copy of which appears 
at page 142 of said Exhibit F. On October 26, 1938, 
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said certificates were cancelled, and on that day there 
were issued against their cancellation two certifi¬ 
cates, No. BX-26 for 2,099,994 shares and No. BX-27 
for 1 share, each in the name of ‘United States Mari¬ 
time Commission’, and said 2,099,995 shares were 
transferred on the books of Dollar of Delaware as 
stated in paragraph 20 of Article V of this stipulation 
and the documents there referred to. Document 5-2 
is a true copy of Certificate BX-26, which is still out¬ 
standing, and is identical with BX-27 (also still out¬ 
standing) except for its number and the number of 
shares represented.” 

And at this time, may it please the Court, we offer 
said document, to wit, 5-2, as identified in the stipu¬ 
lation, as the exhibit next in order for the plaintiffs. 

The Court: Very well. 

(The copy of Certificate BX-26, referred to 
as Document 5-2, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
10 .) 

[Plaintiffs’ Exhibit 10 reads as follows: 

[Pace of Certificate] 

Incorporated under the Laws of the State 
of Delaware 

No. BX 26 Shares 2,099,994 

[Stamped across face of Certificate] : Class B 

DOLLAR STEAMSHIP LINES INC., LTD. 

This Certifies that United States Maritime Com¬ 
mission is the owner of Two Million Ninety-Nine 
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Thousand Nine Hundred and Ninety-Four full-paid 
and non-assessable shares of the par value of One 
Dollar ($1.) each of the Class “B ?? Stock of Dollar 
Steamship Lines Inc., Ltd., transferable in person 
or by duly authorized attorney upon surrender of 
this certificate properly endorsed. The rights, prefer¬ 
ences, qualifications and restrictions of the several 
classes of Stock of the Corporation are set forth in 
full in the statement thereof on the reverse side of 
this certificate. This certificate is issued pursuant to 
the certificate of incorporation and the by-laws of 
the Corporation to all of which the holder by accept¬ 
ance hereof assents. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated: October 26, 1938. 

/s/ ARTHUR B. POOLE, 

Vice President. 

(Seal) /s/ D. BUCKLEY, 

Secretarv. 

w 

[Back of Certificate] 

Statement of the rights, preferences, qualifications 
and restrictions of the several classes of stock of 

DOLLAR STEAMSHIP LINES INC., LTD. 
Fourth: 

1. The total number of shares of all classes of 
stock which the corporation shall have authority to 
issue is Two Million Four Hundred Thousand 
(2,400,000) shares. Such stock shall be divided into 
three classes, designated respectively “5% Non-Cu- 
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mulative Preferred”, “Class A”, and 46 Class B”. 
The total number of shares of 5% Non-Cumulative 
Preferred stock which the corporation shall have 
authority to issue shall be Forty Thousand (40,000) 
shares, and the par value of each of said shares 
shall be One Hundred Dollars ($100.), and the ag¬ 
gregate par value of all of said shares shall be Four 
Million Dollars ($4,000,000.). The total number of 
shares of Class A stock which the corporation shall 
have authority to issue shall be Two Hundred Sixty 
Thousand (260,000) shares, and said shares shall be 
without par value. The total number of shares of 
Class B stock which the corporation shall have au¬ 
thority to issue shall be Two Million One Hundred 
Thousand (2,100,000) shares, and the par value of 
each of said shares shall be One Dollar ($1.) and 
the aggregate par value of all of said shares shall be 
Two Million One Hundred Thousand Dollars ($2,- 
100 , 000 .). 

2. The powers, preferences and relative, partici¬ 
pating, optional or other special rights, and qualifi¬ 
cations, limitations and restrictions of the respective 
classes of stock of the corporation, are as follows: 

(a) Dividends. The holders of the 5% Non-Cumu- 
lative Preferred stock shall be entitled to receive, 
when and as declared by the Board of Directors, 
dividends from funds legally available for the pay¬ 
ment of dividends, at the rate of five per cent (5%) 
per annum, and no more. Such dividends shall be 
payable before any dividends shall be paid or set 
apart for the Class A and Class B stock of the cor¬ 
poration, but such dividends upon the 5% Non- 
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Cumulative Preferred stock shall not be cumulative, 
and the holders thereof shall not be entitled to par¬ 
ticipate in any other or additional profits. After 
dividends shall have been paid or declared on the 
5% Non-Cumulative Preferred stock as above pro¬ 
vided, the holders of the Class A and Class B stock 
of the corporation shall be entitled to receive, when 
and as declared by the Board of Directors, divi- 
dends from the remaining funds legally available 
for the payment of dividends at the rate determined 
by the Board of Directors, provided that the amount 
of such dividends on each share of Class A stock 
shall be equal to five times the amount of such divi¬ 
dends on each share of Class B stock. 

(b) Redemption. The 5% Non-Cumulative Pre¬ 
ferred stock may be redeemed, in whole or in part, 
by the corporation, at the option of the Board of 
Directors, on any dividend date by paying $103. for 
each share thereof so redeemed, together with a sum 
equivalent to all accrued and unpaid dividends 
thereon, upon at least thirty (30) days 7 notice by 
mail to the holders of record thereof. If less than all 
the shares of the 5% Non-Cumulative Preferred 
stock are to be redeemed, the shares to be redeemed 
shall be selected by lot in such manner as the Board 
of Directors may determine. The holder of shares of 
the 5% Non-Cumulative Preferred stock called for 
redemption shall not, from and after the date called 
for the redemption, possess or exercise any rights 
as stockholder of the corporation, except the right 
to receive from the corporation the redemption 
price of such shares, without interest, upon surren- 
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der thereof. All 5% Non-Cumulative Preferred 
stock called and redeemed shall immediately upon 
the redemption thereof be cancelled, and none of 
such cancelled stock shall thereafter be reissued. 

(c) Distribution upon Liquidation, Dissolution 
or Winding Up. In the event of any liquidation, 
dissolution or winding up, whether voluntary or in¬ 
voluntary, of the corporation, the holders of the 5% 
Non-Cumulative Preferred stock shall be entitled to 
receive the full par value of their said stock and all 
accrued and unpaid dividends thereon, before any 
payment is made to the holders of the Class A and 
Class B stock. After payment to the holders of the 
5% Non-Cumulative Preferred stock, as above pro¬ 
vided, the remaining assets and funds shall be di¬ 
vided and paid to the holders of the Class A and 
Class B stock, so that the amount distributed to a 
holder of each share of Class A stock shall be a sum 
equal in amount to five times that distributed to a 
holder of each share of Class B stock. 

(d) Voting Rights. The holders of the 5% Non- 
Cumulative Preferred stock and the holders of the 
Class A and Class B stock shall be entitled to one 
vote for each share of such stock at all meetings of 
stockholders. 

(e) Increase or Decrease in Amount of Author¬ 
ized Stock. The amount of the authorized stock of 
any class or classes of stock may be increased or de¬ 
creased by the affirmative vote of the holders of a 
majority of the stock of the corporation entitled to 
vote. 

(f) Preemptive and Preferential Rights. No 
stockholder of the corporation shall have any pre- 
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emptive or preferential right of subscription to any 
shares of any stock of the corporation, or to any 
obligations convertible into stock of the corpora¬ 
tion, issued or sold, nor any right of subscription to 
any thereof other than such, if any, as the Board of 
Directors of the corporation in its discretion, from 
time to time may determine, and at such price as the 
Board of Directors from time to time may fix, pur¬ 
suant to the authority hereby conferred by the Cer¬ 
tificate of Incorporation of the corporation, and the 
Board of Directors may issue stock of the corpora¬ 
tion, or obligations convertible into stock, without 
offering such issue of stock, either in whole or in 
part to the stockholders of the corporation. The ac¬ 
ceptance of stock in the corporation shall be a 
waiver of any such preemptive or preferential right 
which in the absence of this provision might other¬ 
wise be asserted by stockholders of the corporation 
or any of them. 

FOR VALUE RECEIVED. 

hereby sell, assign and transfer unto. 

Shares of the Stock represented by the within Cer¬ 
tificate, and do hereby irrevocably constitute and 

appoint.Attorney to transfer 

the said stock on the books of the within named 
Company with full power of substitution in the 
premises. 

Dated.19. 

In Presence of. 

Notice: The signature to this assignment must 
correspond with the name as written upon the face 
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of the Certificate in every particular without altera¬ 
tion or enlargement or any change whatever. 


Mr. Harrison: And the purpose of that offer, [105] 
may it please the Court, is to demonstrate, as stated 
in the opening statement that the shares in question 
were transferred not to the United States but to the 
United States Maritime Commission. 

Next, reading into evidence Article V, paragraph 
15, appearing on page 49 of the stipulation: 

“On October 26,1938, Admiral Oriental Line, Dol¬ 
lar of California and H. M. Lorber endorsed in blank 
their certificates of A stock of Dollar of Delaware 
and delivered them to American Trust Company as 
said escrow holder under said agreement and said 
escrow instructions. On the same day R. Stanley Dol¬ 
lar endorsed in blank certificates for 2213 of his 
shares of A stock; Mortimer Fleishhacker and his 
nominees (Eleanor Sloss and Mortimer Fleishhacker, 
Jr. in each of whose names 7,000 shares of Mortimer 
Fleishhacker’s Class A stock stood) endorsed in 
blank certificates representing all his shares of said 
A stock, and the executors of the will of J. Harold 
Dollar endorsed to ‘United States Maritime Commis¬ 
sion’ certificates representing 24,107 shares of said 
A stock, and said parties delivered said endorsed 
certificates to said escrow holder under said agree¬ 
ment of August 15, 1938, and said escrow instruc¬ 
tions. On the same day the escrow holder delivered 
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said certificates for 63,893 shares of the A [106] 
stock to said attorney-in-fact of the United States 
Maritime Commission. On October 26, 1938, all of 
said certificates were cancelled, and Certificate 
AX-10 for 63,893 shares of A stock was issued in the 
name of ‘United States Maritime Commission’ and 
said shares were transferred on the books of Dollar 
of Delaware as stated in paragraph 20 of Article V 
of this stipulation and the documents there referred 
to. Document 5-4 is a true copy of Certificate AX-10, 
which is still outstanding.” 

And we now offer in evidence the document 5-4 
mentioned in the stipulation. 

The Court: For the same purpose, to show the 
stock was taken not in the name of the United States 
but in the name of the Maritime Commission? 

Mr. Harrison: That is correct, Your Honor. 

The Court: Very well. 

The Deputy Clerk: That will be Exhibit No. 11. 

(The copy of Certificate A X-10, referred to as 
Document 5-4, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 11.) 


[Plaintiffs’ Exhibit 11 reads as follows: 

[Face of Certificate] • 

Incorporated under the Laws of the 
State of Delaware 

Number AX 10 Shares 63,893 

[Stamped across face of Certificate] : Class A 

DOLLAR STEAMSHIP LINES INC., LTD. 
This Certifies that United States Maritime Com¬ 
mission is the owner of Sixty-Three Thousand Eight 
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Hundred Ninety-Three full-paid and non-assessable 
shares without nominal or par value of the Class 
“A” Stock of Dollar Steamship Lines Inc., Ltd., 
transferable in person or by duly authorized attorney 
upon surrender of this certificate properly endorsed. 
The rights, preferences, qualifications and restric¬ 
tions of the several classes of Stock of the Corpora¬ 
tion are set forth in full in the statement thereof on 
the reverse side of this certificate. This certificate is 
issued pursuant to the certificate of incorporation 
and the by-laws of the Corporation (copies of which 
are on file with the Transfer Agent) to all of which 
the holder by acceptance hereof assents. This certi¬ 
ficate is not valid unless countersigned by the Trans¬ 
fer Agent and registered by the Registrar. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated: October 26, 1938. 

/s/ ARTHUR B. POOLE, 

Vice President. 

(Seal) /s/ D. BUCKLEY, 

Secretary. 

Countersigned: 

/s/ [Illegible], Transfer Agent. 
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Registered Oct. 27,1938. The Anglo California Na¬ 
tional Bank of San Francisco, Registrar. By (signed) 
S. T. Tharp, Authorized Officer. 

[Back of Certificate is omitted because it is the 
same as in Plaintiffs 7 Exhibit 10.] 


Mr. Harrison: Now reading in evidence paragraph 
16, Article V, appearing at page 50 of the stipula¬ 
tion: 

“On October 26, 1938, under said agreement and 
instructions R. Stanley Dollar and the Anglo [107] 
Bank delivered to said escrow agent an agreement 
entitled 'Assignment and Option Agreement.’ The 
executors of the will of J. Harold Dollar and the 
bank delivered to the said escrow agent another 
agreement similarly entitled, and R. Stanley Dollar, 
said executors and said bank delivered to said es¬ 
crow agent a third agreement similarly entitled. True 
copies of each of said agreements are set forth as 
Documents IV-G, IV-H and IV-I of Exhibit F to 
defendants’ answer. On October 26,1938, the escrow 
agent delivered said agreements to said attomey-in- 
fact of the Commission. On the same date a legend 
was stamped on each of the stock certificates to 
which the assignment and option agreements related 
in the form prescribed in the applicable one of said 
three agreements.” 
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May it please the Court, originally these docu¬ 
ments were not part of the answer, but by a later 
stipulation they were incorporated in the answer. 
They appear in a document which will later be iden¬ 
tified, but which for convenience is usually referred 
to as the Second Blue Book. This entire book, called 
the Second Blue Book, was for the convenience of 
the parties, by stipulation, although referred to and 
incorporated in the answer, but not physically at¬ 
tached. 

But by stipulation, on file, it is deemed incorpor¬ 
ated in the answer, and so we are, in reading [108] 
these documents in evidence, or referring to them, 
referring to documents set up in the pleadings of the 
defendants, which we are accepting. And there is a 
copy of this on file with the Court in the pleadings. 

I call attention to page 163 of this document. 

The Court: Now let me find the document. 

Mr. Harrison: I may say, if it please the Court, 
that that portion of the Court’s file would contain it 
which involved the original proceedings on applica¬ 
tion for temporary injunction. It was attached to the 
affidavit of Emory S. Land, and it was that stipu¬ 
lation deemed incorporated. 

The Court: I have the affidavit of Emory S. Land, 
filed November 15, 1945, in. Civil Action 31468. 

Mr. Harrison: It should be with that affidavit, 
may it please the Court. 
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Mr. Laskey: It may have been extracted when the 
appeal was taken to the Supreme Court of the United 
States. 

The Court: Is this it?—“In the Supreme Court of 
the United States”? 

Mr. Laskey: No. 

Mr. MacGuineas: It is my understanding, may I 
interject, that the copies of the blue book went up to 
the Supreme Court. 

The Court: If that is where they went, they are 
gone. 

Mr. MacGuineas: I think that is correct. 

Mr. Laskey: When counsel associated with Mr. 
MacGuineas was in San Francisco, preparing his 
answer, he told me that the blue book was on file, it 
having been on file with Admiral Land’s affidavit, 
and he didn’t want to file another copy, and so it 
could be deemed as part of the answer. And we as¬ 
sumed the copy was on file already. 

The Court (exhibiting the court jacket): Well, 
you can see, unless it is loose-leafed or typed or 
mimeographed, that book is not here. Here is the 
affidavit, that Emory S. Land deposes and says, and 
so on, and then there is another affidavit. As as mat¬ 
ter of fact, there are two affidavits by Emory S. Land. 

Mr. Laskey: We will undertake, then, to supply a 
copy, although the extra copy we have may be all 
marked up; but it is the best we can do. 

Mr. MacGuineas: May we discuss—I don’t know 
whether you want this on the record or not. 
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The Court: You can discuss it off of the record. 
We can take time out for a few minutes. 

(Following the brief discussion off the record:) 

Mr. Harrison: I think we will now ask counsel to 
stipulate that the document I now present to the 
Clerk may be substituted for that document which 
was attached to the affidavit of Emory S. Land, and 
identified in our stipulation and apparently now has 
vanished. [110] 

Mr. MacGuineas: I agree to that. 

Mr. Laskey: This will be Exhibit F to the de¬ 
fendants' answer. 

Mr. Harrison: Since, however, that will leave one 
of the parties without a copy, we will avail ourselves 
of the Court's suggestion and come back to it in the 
morning, if we may. 

The Court: All right. 

Mr. Harrison: We now ask to read in evidence 
paragraph 17 of Article Y, appearing on page 51 of 
the stipulation: 

‘‘Before August 27, 1941, the indebtedness to the 
Anglo Bank for which said Class A common stock, 
referred to in said assignment and option agree¬ 
ments, had been pledged in 1934 by R. Stanley Dollar 
and J. Harold Dollar was repaid by R. Stanley Dol¬ 
lar and the Estate of J. Harold Dollar. On Septem¬ 
ber 22,1941, the Anglo Bank delivered to American 
President Lines, Ltd. certificates for 33,600 shares 
of the A stock in the name of R. Stanley Dollar, cer¬ 
tificates for 6,660 shares of said stock in the name of 
R. Stanley Dollar and J. Harold Dollar, and certifi¬ 
cates for 11,273 shares in the name of J. Harold 
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Dollar. These certificates bore, respectively, the en¬ 
dorsements in blank of R. Stanley Dollar, J. Harold 
Dollar and the two jointly, which endorsements [111] 
had been placed thereon in 1934 at the time of the 
pledges to the Anglo Bank.” 

The next sentence we are not interested in, because 
it refers to cancelled certificates, and we ask, there¬ 
fore, to recommence reading at the following sent¬ 
ence: 

‘‘Thereupon, on September 22, 1941, said certifi¬ 
cates were cancelled and there was issued one new 
certificate, No. A-150, in the name of ‘United States 
Maritime Commission' in the amount of 49,313 
shares. E. C. Mausshardt received said new certificate 
from the Anglo Bank upon authority of a letter from 
the United States Maritime Commission dated Au¬ 
gust 27, 1941, directing him to accept the shares and 
receipt therefor ‘in accordance with the form of re¬ 
ceipt annexed hereto, and concurrently with the issu¬ 
ance to you of a new certificate in the name of the 
“United States Maritime Commission” covering 49,- 
313 shares of Class A stock.’ Upon receiving said new 
certificate from the Arnglo Bank said Mausshardt 
gave a receipt in the form annexed to said letter, 
reading thus: 

“ ‘Receipt 

“ ‘The United States Maritime Commission hereby 
acknowledges receipt of 49,313 shares of Class A 
stock of American President Lines, Ltd. (formerly 
known as Dollar Steamship Lines, Inc., Ltd.) from 
The Anglo California National Bank of San Fran¬ 
cisco. The shares of stock above referred to are those 
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covered by three Assignment and Option Agreements 
with the Commission, described as follows: 

“ ‘ Assignment and Option Agreement executed by 
R. Stanley Dollar and The Anglo California National 
Dank of San Francisco, covering 33,600 shares; 

“ ‘ Assignment and Option Agreement executed by 
the Estate of J. Harold Dollar and The Anglo Cali¬ 
fornia National Bank of San Francisco, covering 
11,273 shares; 

“ ‘Assignment and Option Agreement executed by 
R. Stanley Dollar, the Estate of J. Harold Dollar, 
and The Anglo California National Bank of San 
Francisco, covering 4,440 shares (2/3 of 6660). 

“ ‘The said 49,313 shares of Class A. stock of 
American President Lines, Ltd. are hereby receipted 
in full satisfaction of the obligations to the Commis¬ 
sion of the other parties to and under said three 
agreements. 

“‘In Witness Whereof, the United States Mari¬ 
time Commission has executed this receipt in tripli¬ 
cate, by E. C. Mausshardt its duly authorized attor- 
ney-in-fact, this 22 day of September, 1941. 

“ ‘UNITED STATES MARITIME 
COMMISSION 
“ ‘Bv E. C. MAUSSHARDT 
Attomey-in-Fact. ’ 

“Until September 22, 1941, said 49,313 [113] 
shares of A stock stood of record on the stock records 
of Dollar of Delaware (American President Lines, 
Ltd.) thus: 33,600 shares in the name of R. Stanley 
Dollar, 11,273 shares in the name of J. Harold Dollar, 
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and the remainder in the name of the two jointly. On 
September 22, 1941, said 49,313 shares were trans¬ 
ferred on the stock records of American President 
Lines, Ltd. in the form stated in paragraph 20 of 
Article V of this stipulation and the documents there 
referred to. Document 5-7 is a true copy of Certificate 
A-150, which is still outstanding.” 

And we offer in evidence Document 5-7, attached 
to the stipulation, as the exhibit next in order for 
plaintiffs. 

The Deputy Clerk: No. 12. 

Mr. Harrison: And the purpose is the same as the 
purpose of the offer of similar certificates. 

(The copy of Certificate A-150, referred to as 
Document 5-7, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs 7 Exhibit No. 12.) 

[Plaintiffs 7 Exhibit 12 reads as follows: 

[Face of Certificate] 

Incorporated under the Laws of the 
State of Delaware 

Number A 150 Shares 49,313 

[Stamped across face of Certificate]: Class A. 

AMERICAN PRESIDENT LINES, LTD. 

This Certifies that United States Maritime Com¬ 
mission is the owner of Forty-Nine Thousand Three 
Hundred Thirteen full-paid and non-assessable shares 
without nominal or par value of the Class “A 77 Stock 
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of American President Lines, Ltd., transferable in 
person or by duly authorized attorney upon sur¬ 
render of this certificate properly endorsed. The 
rights, preferences, qualifications and restrictions of 
the several classes of Stock of the Corporation are 
set forth in full in the statement thereof on the re¬ 
verse side of this certificate. This certificate is issued 
pursuant to the certificate of incorporation and the 
by-laws of the Corporation (copies of which are on 
file with the Transfer Agent) to all of which the 
holder by acceptance hereof assents. This certificate 
is not valid unless countersigned by the Transfer 
Agent and registered by the Registrar. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated: September 22, 1941. 

/s/ HENRY F. GRADY, 

President. 

(Seal) By D. BUCKLEY, 

Secretary. 

Countersigned: 

/s/ [Illegible], Transfer Agent. 

Registered: Sept. 22, 1941. The Anglo California 
National Bank of San Francisco. By (signed) A. 
Martin, Authorized Officer. 

[Back of Certificate is omitted because it is the 
same as in Plaintiffs’ Exhibit 10] 


Mr. Harrison: And we continue to read in evidence 
from paragraph 18, article 5. 
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‘‘On October 26, 1938 one share of the B stock 
stood in the names of each of five directors of Dollar 
of Delaware, namely, Arthur B. Poole, J. Hugh 
Jackson, Paul E. Hoover, Grant H. Wren and Jo¬ 
seph R. Sheehan, and a certificate for one share was 
outstanding in the name of each of these five indi¬ 
viduals. These certificates had been issued to said 
individuals on October 24, 1938 against cancellation 
of certificates for a like number of shares standing 
in the name of Dollar of California in order to 
qualify them as directors because of the then require¬ 
ment of the by-laws of Dollar of Delaware that a 
director must be a shareholder, but Dollar of Cali¬ 
fornia remained the beneficial owner. On or about 
October 24, 1938 each of said certificates was en¬ 
dorsed in blank by the party in whose name it stood 
and was delivered to Dollar of California, which 
delivered them on October 26, 1938 to said escrow 
holder. On October 26, 1938 the said escrow [115] 
holder delivered said five certificates to said attor¬ 
ney-in-fact of the Commission. Said certificates con¬ 
tinued to be outstanding at all times until November 
1, 1943, and at all said times one share continued to 
stand of record on the books of American President 
Lines, Ltd. in the names of each of said persons, 
namely, J. Hugh Jackson, Paul E. Hoover, Grant H. 
Wren, Joseph R. Sheehan and Arthur B. Poole. On 
November 1, 1943 said certificates were cancelled, 
and one certificate No. BX-28, for five shares of the 
B stock of American President Lines was issued in 
the name of ‘United States Maritime Commission’, 
and said shares were transferred on the stock records 
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of American President Lines, Ltd. in the form stated 
in paragraph 20 of Article V of this stipulation and 
the documents there referred to. Document 5-8 is a 
true copy of said Certificate BX-28, which is still out¬ 
standing/' 

And we offer Document 5-8 as an exhibit for the 
plaintiffs, next in order. 

The Deputy Clerk: No. 13. 

(The copy of Certificate BX-28, referred to 
as Document 5-8, was accordingly marked and 
received in evidence as Plaintiffs ’ Exhibit No. 
13.) 

[Plaintiffs’ Exhibit 13 reads as follows: 

Incorporated under the Laws of the 
State of Delaware 

Number BX 28 Shares Five 

[Stamped across face of certificate] : Class B. 

DOLLAR STEAMSHIP LINES, INC., LTD. 

This Certifies that United States Maritime Com¬ 
mission is the owner of Five full-paid and nonas¬ 
sessable shares of the par value of One Dollar ($1.) 
each of the Class “B” Stock of Dollar Steamship 
Lines Inc., Ltd., transferable in person or by duly 
authorized attomey upon surrender of this certificate 
properly endorsed. The rights, preferences, qualifica¬ 
tions and restrictions of the several classes of Stock 
of the Corporation are set forth in full in the state¬ 
ment thereof on the reverse side of this certificate. 
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This certificate is issued pursuant to the certificate 
of incorporation and the by-laws of the Corporation 
to all of which the holder by acceptance hereof as¬ 
sents. 

Witness the seal of the Corporation and the signa¬ 
tures of its duly authorized officers. 

Dated: November 1, 1943. 

/s/ E. RUSSELL LUTZ, 

Vice President. 

(Seal) /s/ D. BUCKLEY, 

Secretary. 


Mr. Harrison: We next ask to turn to page 55, 
article 5, paragraph 22 of the stipulation. 

‘‘The blanks in the endorsements of the cer- [116] 
tificates cancelled against the issuance of Certificates 
BX-26, BX-27, AX-10 and A-150 have never been 
filled. The blanks in the endorsements of the certifi¬ 
cates cancelled against issuance of Certificate BX-28 
was at some time filled in by a representative of the 
United States Maritime Commission by inserting the 
name ‘LYiited States Maritime Commission’ and dat¬ 
ing the endorsements October 24, 1938.” 

We ask now to turn to page 58 of the stipulation 
and read in evidence paragraph 28 of article 5: 

“At a special stockholders’ meeting of the stock¬ 
holders of Dollar of Delaware on November 18,1938 
the United States Maritime Commission by proxy 
voted 2,099,995 shares of the B stock and 63,893 
shares of the A stock. At all subsequent meetings of 
the stockholders of American President Lines, Ltd. 
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the Commission by proxies has voted the number of 
shares of A and B stock standing in its name on the 
corporate records at the date of the meeting. At no 
time during the period October 26,1938 to September 
22, 1941 did the Commission call for a proxy pur¬ 
suant to the assignment and option agreements set 
forth in Documents IV-G, IV-H and IV-I of Ex¬ 
hibit F of defendants’ Answer.” 

Which shares, may it please the Court, by way of 
explanation, were pledged with the Anglo Cali- [117] 
fomia National Bank. 

We now ask to turn to article 23, page 135 of the 
stipulation, paragraph 2: 

“ Document 23-2 is a true copy of the resolution of 
the United States Maritime Commission adopted on 
November 15, 1938 authorizing execution of said 
proxy”—which we now offer in evidence as an ex¬ 
hibit for the plaintiffs next in order. 

The Deputy Clerk: No. 14. 

(The resolution dated November 15, 1938, 
identified as Document 23-2, was marked and 
received in evidence as Plaintiffs’ Exhibit No. 
14.) 

Mr. Harrison: And the resolution being brief and 
being in support of the contention that subsequent 
conduct of the Commission was inconsistent with the 
position of defendants in this case, the resolution 
reads : 

4 ‘Whereas, the Commission is the owner of record 
of 2,099,995 shares of the Class B stock of Dollar 
Steamship Lines Inc., Ltd. and is the owner of record 
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of 63,S93 shares of Class A stock of said corporation; 

‘‘Whereas, a Special Meeting of the Stockholders 
of Dollar Steamship Lines Inc., Ltd. has been called 
to be held at the office of the said corporation, No. 
311 California Street, San Francisco, California, on 
the 18th day of November, 1938, at 3 o’clock [118] 
in the afternoon and notice of the time, place and 
purposes of said meeting has been delivered to the 
Commission; 

“Whereas, the Commission deems it necessary and 
advisable that it be represented by proxy at said 
meeting in the manner and to the extent set forth in 
the form of proxy annexed to this resolution; 

“Now, Therefore, Be It Resolved 

“That the Chairman or Vice Chairman be and he 
hereby is authorized and directed to execute on be¬ 
half of the Commission a proxy in the form annexed 
to this resolution and to deliver the same to E. C. 
Maussliardt, District Manager, Pacific Coast Dis¬ 
trict, United States Maritime Commission. 

“The foregoing resolution was duly adopted by 
the United States Maritime Commission on Novem¬ 
ber 15, 1938.” 

The Court-: This is probative of what, Mr. Harri¬ 
son ? If the Government, as it contends, had title, and 
had title to the indicia of title, which is the stock, so 
therefore it could vote the stock in any manner in 
which it saw fit, could it not? 

Mr. Harrison: I am sorry, Your Honor. 

The Court: Do you follow me? 

Mr. Harrison: I didn’t hear you quite. 
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The Court: My inquiry was directed to the pur¬ 
pose of the introduction of this piece of evi- [119] 
denee. 

Mr. Harrison: Yes, sir. 

The Court: And I added to my query by making 
this observation: If the Government was the owner 
of the stock, as it contends it is—and that is your 
position, is it not? 

Mr. MacGuineas: Precisely. 

The Court: It had the right to vote it in any man¬ 
ner it saw fit. So I am curious now, and I want to 
follow this as I go along, so that I will understand 
your theory of the case, I would like to know now 
the relevancy of this piece of evidence. 

Mr. Harrison: It is twofold: In the first place, as 
suggested in our opening statement, and as will later 
be argued to the Court, under the law, if the prop¬ 
erty had been that of the United States, it would have 
been the duty of the United States— 

The Court: Yes, I follow you there, to take title in 
the name of the United States, rather than in the 
name of the Maritime Commission. 

Mr. Harrison: And, number two, we call attention 
to this resolution where the Commission itself spe¬ 
cifically notes that it is the owner of record, and 
where it specifically states the Commission deems it 
necessary that it be represented by proxy, rather 
than the United States. 

Mr. MacGuineas: May it please Your Honor, may 
I ask Mr. Harrison, do you propose to offer in [120] 
evidence the proxy to which this refers, and which it 
states is annexed to the resolution? 
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Mr. Harrison: I believe we do have that next. 

Mr. MacGuineas: My point being that the resolu¬ 
tion is incomplete in itself, since it refers to a proxy 
annexed thereto, and I request that the proxy go in 
also. 

Mr. Harrison: I think we can accommodate you on 
that, Counsel, but I don't have the copy of the at¬ 
tached proxy here. 

The Court: Have the record indicate that the piece 
of evidence will go in, for the reasons stated, sub¬ 
ject, of course, to the annexation of the other part 
of it. 

Mr. MacGuineas: And may the record show the 
proxy is stipulated as Document 23-1? In fact, if 
Mr. Harrison does not have a copy of 23-1,1 should 
be glad to make one available to him. 

Mr. Harrison: We will have one, Mr. MacGuineas. 

Mr. MacGuineas: And you will offer it? 

Mr. Harrison: Yes, we will put it in. 

We next ask to turn to paragraph 4 of the same 
article, appearing on the following and last page of 
the stipulation: 

“Document 23-4 is a true copy”— 

The Court: Page 137 is the last page of the stipu¬ 
lation. 

Mr. Harrison: I am sorry. It is page 136 I want 
to call the Court's attention to. [121] 

The Court: AJ1 right. 

Mr. Harrison: Paragraph 4: 

“Document 23-4 is a true copy of the resolution of 
the Commission adopted on December 27, 1940 au¬ 
thorizing execution of said proxy.” 
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And it being similar in form as the other, I will 
merely ask at this time that it be introduced in evi- 
dence and we will supplement it with the form of 
proxy to be supplied by counsel. 

The Court: Very well. 

(The copy of resolution adopted December 27, 
1940, identified as Document 23-4, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs J Exhibit No. 15.) 

Mr. Harrison: We next direct the Court to article 
5, paragraph 30, at page 58, as follows: 

“At the stockholders’ meeting of November 18, 
1938 Arthur B. Poole cast one vote in person and 
one vote as proxy under a certain proxy dated No¬ 
vember 4, 1938 signed by J. Hugh Jackson in the 
form of Exhibit 5-17.” 

And we offer Document 5-17 in evidence at this 
time. 

The Deputy Clerk: That would be No. 16. 

The Court: The materiality of this, Mr. Harrison? 

Mr. Harrison: The materiality of this, may it 
please the Court, is that the shares which are the 
subject of these proxies are certain of the shares in 
dispute in this action, which were standing in the 
names of private parties on record in this corpora¬ 
tion. 

The Court: You are talking about Mr. Hoover and 
the Poole and Sheehan and Wren? 

Mr. Harrison: That is correct, Your Honor—hold¬ 
ing those shares in their own names of record. A 
perusal of this form of proxy will show that they 
who admittedly made no claim of ownership to the 
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stock whatever, who did not own it but were merely 
owners of record, executed a proxy in the same form 
identically as that which the Maritime Commission 
executed, as illustrated by the two preceding ex¬ 
hibits. 

Mr. MacGuineas: (To Mr. Harrison) May I see 
that? We apparently don't have a copy of that 

I object to the introduction of that exhibit in evi¬ 
dence, as not constituting any action which consti¬ 
tutes anv admission by the defendants in this case. 

Mr. Harrison: I may say, if Your Honor please, it 
is stipulated that the shares I refer to in this proxy 
are shares which counsel's clients claim in this suit. 
They are some of the shares that are in dispute. 

The Court: Yes, I understand that. But I am just 
trying to have straight in my own mind the relevancy 
of each individual piece of evidence as it goes in, 
because it is much better to do that than for [123] 
the Court to speculate about it afterwards, or attempt 
to go through the record afterwards. I take notes as 
we go along. 

Mr. MacGuineas: My objection is that this proxy 
is by the stipulation shown to be signed by J. Hugh 
Jackson. He is not a defendant in this case and is not 
an agent of the Government. So any action on his 
part is not binding on the defendants. 

The Court: Mr. Harrison made the point, I [124] 
thought, one, with reference to the shares themselves 
generally, most of them, the Maritime Commission, 
instead of taking title to them in the name of the 
Government of the United States, took them in the 
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name of the Maritime Commission. Isn’t that the 
point? 

Mr. Harrison: That is right. 

The Court: That is one. And, number two, that 
there were shares outstanding, not in the name 
of the United States, and not in the name of the 
Maritime Commission, but in the names of certain 
individuals who have been named — Poole, Wren, 
Jackson, Sheehan—and I assume he is offering that 
for a purpose in line with his general theory. 

Mr. MacGuineas: But how can the action taken by 
a third person, not a party to the suit and not an 
agent of these defendants, how can his action have 
anything to do as reflecting upon the conduct or the 
reasons ? 

The Court: I am not for a moment passing upon 
that. But I am assuming that the purpose of counsel 
in introducing this particular piece of evidence into 
the record is merely to augment the general picture; 
it isn’t controlling. 

I will admit it, to be tied up hereafter. And this is 
Plaintiffs’ Exhibit 16.1 am making a note, so I won’t 
forget there is to be a hiatus connected. AJ1 right. 

(The proxy dated November 4, 1938, [125] 
identified as 5-17, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
16.) 
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[Plaintiffs’ Exhibit 16 reads in part as fol¬ 
lows : 

Dollar Steamship Lines Inc., Ltd. 

Proxy for Special Meeting of Stockholders to be 
Held at San Francisco, California, on Novem¬ 
ber 18th, 1938. 

Know All Men By These Presents, that the 
undersigned being the owner of certain shares of 
stock of Dollar Steamship Lines Inc., Ltd., a Dela¬ 
ware corporation, hereby does constitute and ap¬ 
point Joseph R. Sheehan, Arthur B. Poole and D. 
T. Buckley or any one or more of them, the action 
of a majority of them to be in any event controlling, 
the true and lawful attorneys of the undersigned, 
in the name, place and stead of the undersigned, to 
vote the stock standing in the name of the under¬ 
signed, as proxies for the undersigned, at the 
Special Meeting of Stockholders of said corpora¬ 
tion to be held at the office of the corporation at 
No. 311 California Street, in the City and County 
of San Francisco, State of California, on the 18th 
day of November, 1938, at 3:00 o’clock in the after¬ 
noon, and on such other day as the meeting may 
be thereafter held by adjournment from time to 
time or otherwise, according to the number of votes 
the undersigned is now or may then be entitled to 
vote, hereby granting to said attorneys or to any 
one or more of them full power and authority to 
act for and in the name of the undersigned at said 
meeting or meetings for the purposes set forth in 
that certain “Notice of Special Meeting of Stock¬ 
holders To Be Held In San Francisco, California, 
November 18, 1938.”, due receipt of such notice 
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hereby being acknowledged by the undersigned; all 
as fully as the undersigned could do if personally 
present, with full power of substitution and revoca¬ 
tion, hereby ratifying and confirming all that said 
attorneys or their substitutes may lawfully do in 
the name, place or stead of the undersigned. 

In Witness Whereof, the undersigned has exe¬ 
cuted this proxy this-day of., 1938. 

.. 

(Signature of Stockholder.) 


Witness. 

« * * * * 


Mr. Harrison: We next ask to have read in evi¬ 
dence the paragraph 31 appearing at page 58 of the 
stipulation, as follows: 

“On January 20, 1939, the by-laws of American 
President Lines, Ltd. were amended to provide (in 
Article IV, Section 1) that the directors need not be 
stockholders.” 

And paragraph 32 of the same article: 

“Eight stockholders’ meetings of American Presi¬ 
dent Lines, Ltd. occurred subsequent to November 
18,1938, and prior to November 1,1943 (not counting 
adjourned meetings separately). At said meetings 
the following individuals voted the one share of stock 
standing in their respective names thus: J. Hugh 
Jackson, once in person and seven times by proxy; 
Joseph R. Sheehan, once in person and once by 
proxy; Grant H. Wren, once in person and twice by 
proxy; Arthur B. Poole, six times in person and once 
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by proxy. All votes so cast were duly accepted as 
regular and were counted without challenge. The 
persons to whom the proxies were given were among 
the persons named by the corporation in its routine 
request for proxies for said meetings and were [126] 
not the persons to whom the United States Maritime 
Commission gave its proxies for the same meetings.” 

The Court: How relevant is that? 

* * * * * 

The Court: If it become necessary for the [130] 
Court to have resort to extrinsic aids—and I have 
not read the contract yet and know nothing about it 
—then most certainly you have my permission to 
renew your offer, with emphasis. 

Mr. Harrison: Verv well. Your Honor. 

v 7 

The Court: But at the present time the ruling 

for the moment is that it is excluded. 

• * * * * 

Mr. Harrison: We ask the Court if we may turn 
[131] now to page 59, paragraph 34 of the same ar¬ 
ticle of stipulation, as follows: 

‘‘At all times since October 26,1938, save for time 
of transit from San Francisco to Washington, D. C., 
immediately after October 26, 1938, said Certificates 
Nos. BX-26, BX-27 and AX-10 have been in a safe 
in the offices of the United States Maritime Commis¬ 
sion in Washington, D. C. 

“At all times since September 22, 1941, save for 
time of transit from San Francisco to Washington, 
D. C., immediately after September 22, 1941, said 
Certificate A-150 has been in the same safe. 

“At all times since November 1,1943, save for time 
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of transit from San Francisco to Washington, D. C., 
immediately after November 1,1943, said Certificate 
BX-28 has been in the same safe. 

“ Prior thereto and after November 26, 1938, the 
five shares against the cancellation of which Certifi¬ 
cate BX-28 was issued were in a safety deposit box 
in a San Francisco bank rented in the name of E. C. 
Mausshardt.” 

We now ask to turn to Article VIII, paragraph 1, 
on page 70 of the stipulation, as follows : 

“By an agreement contained in a certain blanket 
preferred mortgage by Dollar of Delaware to the 
United States dated October 24, 1938, and recorded 
on that day, the schedule for payment of the [132] 
principal amount of all unpaid 502 and 535 ship sale 
notes, 502 reconstruction notes and Coolidge notes 
was revised and changed, as is more fully shown by 
the copy of said mortgage appearing on pages 229- 
244 of Exhibit F attached to the defendants’ answer. 
By said agreement the last of the indebtedness se¬ 
cured by mortgages on the 502’s and the 535’s was 
not payable until September 30,1943, and the last of 
the indebtedness secured by the mortgage on the 
President Coolidge was not payable until October 1, 
1951.” 

Paragraph 3 of the same article on page 71, as 
follows: 

“On October 26,1938, the United States Maritime 
Commission deposited each of said notes with Ameri¬ 
can Trust Company in San Francisco in escrow 
under certain escrow instructions, of which docu¬ 
ment 8-1 is a true copy.” 
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I will now offer document 8-1 as the exhibit next 
in evidence for the plaintiffs. 

The Court: Just a minute. I am a little bit involved 
here. You jump to page 72, paragraph 6? 

Mr. Harrison: No, we were on paragraph 3, page 
71. 

The Court: I see. No reference was made to 2. 
Mr. Harrison: That is correct, your Honor. 

The Court: You jumped to 3. All right. 

The Deputy Clerk: Plaintiffs’ Exhibit 17. 

The Court: Page 71. 

(Plaintiffs' Exhibit 17, Document 8-1, was 
received in evidence.) 


[Plaintiffs' Exhibit 17 reads in part as [133] 
follows: 

San Francisco, California 
October 26, 1938 

American Trust Company 
464 California Street 
San Francisco, California 

Gentlemen: 

Previously there has been delivered to you by 
the United States Maritime Commission, herein¬ 
after referred to as the Commission, in your capa¬ 
city as escrow holder under “Escrow Instructions 
in connection with Adjustment Plan of Dollar 
Steamship Lines Inc. Ltd.”, dated October , 1938. 
the following original ship mortgage notes on which 
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R. Stanley Dollar and Dollar Steamship Line, a 

California corporation, hereinafter referred to as 

Dollar of California, or either of them, are makers, 

co-makers, or endorsers, to wit: 

* * * * * 

In the event said escrow covered by said instruc¬ 
tions of October, 1938, is closed as therein pro¬ 
vided, you are requested and directed to hold said 
notes (with endorsements entered thereon as pro¬ 
vided in said instructions), as escrow holder, under 
and pursuant to the following instructions, condi¬ 
tions and provisions: 

1. Said notes shall be made available by you for 
inspection upon directions addressed to you by 
either the Commission, R. Stanley Dollar, Dollar 
Steamship Lines Inc., Ltd., (hereinafter referred to 
as Dollar of Delaware) or Dollar of California, to 
any parties, court, commissions, or other groups or 
bodies designated in such directions. 

2. Said notes shall be surrendered by you to 
Dollar of Delaware upon receipt of written advice 
from the Commission that said notes have been 
paid. 

# * # t # 

DOLLAR STEAMSHIP LINE, 
a California corporation, 

Bv /s/ M. THOMPSON, 

2nd Vice President. 

/s/ R. STANLEY DOLLAR, 

Attest: 

/s/ A. E. LANG, Asst. Secretary. 
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DOLLAR STEAMSHIP LINES, 

INC., LTD., 

By /s/ ARTHUR B. POOLE, 

Vice President. 

Attest: 

/s/ D. T. BUCKLEY, Secretary. 

UNITED STATES MARITIME 
COMMISSION 

By /s/ THOMAS M. WOODWARD, 

Vice Chairman 

W.E.S. 

B.G. 

Attest: 

/s/ RUTH GREENE, Assistant Secretary. 

American Trust Company hereby acknowledges 
receipt of the letter of instructions of which the 
foregoing is a copy and of the papers, money or 
property therein referred to and agrees to hold 
and dispose of the same in accordance with said 
instructions and upon the terms and conditions 
above set forth. 

Dated Oct. 26, 1938. 

AMERICAN TRUST COMPANY, 

464 California Street, 

San Francisco, California. 

By /s/ PAUL McDONALD, Asst. Trust Officer- 
Manager. 

By /s/ J. E. HARRISON, Teller. 


Mr. Harrison: We do not wish to take the time of 
the Court to read any portion of this document, but 
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wish to indicate to the Court the general contents, 
and the purpose of the offer, to-wit: 

This document is one which provides for the man¬ 
ner in which notes will be paid and the manner in 
which notice of payment will be given, and it pro¬ 
vides for the surrender of the evidence of obligation 
to Dollar of Delaware, but to no other party to the 
contract. 

The Court: That is the escrow agreement? 

Mr. Harrison: That is correct, and that is for the 
purpose of explaining the later showing to the effect 
that the other plaintiffs were not aware at the time 
the payments were made of the facts—the plaintiffs 
—Dollar of Delaware is not a plaintiff. 

We ask now to turn to paragraph 6, page 72 of 
the stipulation, being of the same Article VIII, as 
follows: 

“On February 1,1940, the United States Maritime 
Commission by letter advised the American Trust 
Company under said escrow (Document 8-1) that 
certain of the 502 ship sale notes in the possession of 
American Trust Company ‘have been paid in full/ 
and instructed it to deliver the specified notes to 
American President Lines, Ltd., after they were 
marked paid; simultaneously the Commission in 
writing instructed a representative to mark said 
notes paid, they were so marked, and American 
Trust Company on February 12, 1940, deliv- [134] 
ered the notes so marked to American President 
Lines. 

“On February 12, 1941, the United States Mari¬ 
time Commission sent a similar letter of advice and 


388 


jB. Stanley Dollar, et al 


instruction to American Trust Company and similar 
instructions to its representative relative, however, 
to certain other of the 502 ship sale notes and certain 
of the 535 ship sale notes. Thereupon the notes so 
specified were marked paid by the Commission's rep¬ 
resentative so authorized, and American Trust Com¬ 
pany delivered said notes to American President 
Lines, Ltd. 

“On December 5, 1941, the United States Mari¬ 
time Commission sent a similar letter of advice and 
instructions to American Trust Company and similar 
instructions to its representative, relative to all the 
502 and 535 ship sale notes then remaining in the 
hands of American Trust Company and relative to 
all the 502 reconstruction notes. Thereupon the notes 
so specified were marked paid by the Commission's 
representative so authorized, and American Trust 
Company delivered them to American President 
Lines, Ltd. 

“The 502 ship sale notes marked paid in February, 
1940, amounted to $87,500 of principal. Those 
marked paid in February, 1941, amounted to $160,- 
560.56 of principal, and the principal amount of the 
535 notes then marked paid was $881,250, a total of 
$1,041,810.56. 

“The principal amount of the 502 notes marked 
paid in December, 1941, [135] was $1,045,000; the 
principal amount of the 502 reconstruction notes 
marked paid at that time w^as $500,000, and the prin¬ 
cipal amoimt of 535 notes then marked paid was 
$900,000, a total of $2,445,000.” 
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Paragraph 8 of the same article on page 73: 

“In October, 1943, the United States, by the 
War Shipping Administrator, the defendant herein, 
Emory S. Land, transmitted to the United States 
Maritime Commission the sum of $2,700,000 for dis¬ 
tribution by it to the United States Maritime Com¬ 
mission and American President Lines, Ltd., and 
said sum of $2,700,000 was charged by the War Ship¬ 
ping Administrator as payment to Dollar of Dela¬ 
ware on account of the amount owing from the 
United States to American President Lines, Ltd., 
by reason of the charter and the loss of the President 
Coolidge. The United States Maritime Commission 
then caused part of this sum amounting to $2,116,- 
157.31 to be applied against the balance of the debt 
owed by American President Lines, Ltd., to the 
United States, and secured by the mortgage on the 
SS President Coolidge/’ 

Mr. MacGuineas: Do you have any objection to 
adding the final sentence of that paragraph? 

Mr. Harrison: We are not offering it, but you may 
when your turn comes, if you wish. 

Referring to Article VIII, paragraphs 9 and 10 
on page 74 of the stipulation, we read into evidence 
the following: 

‘‘Notwithstanding the allegation of para- [136] 
graph 18 of the amended complaint that 4 on or about 
September 8,1943, Dollar of Delaware fully satisfied 
and discharged all the indebtedness due to the United 
States Maritime Commission’ and the admission by 
the answer of said allegation, the Coolidge notes were 
not cancelled until October, 1943, after the said ap- 
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plication of $2,116,157.31 as stated in paragraph 8 
above." 

And paragraph 10 of the same article, reading as 
follows: 

“The blanket preferred mortgage referred to in 
subdivision 1 of Article VIII of this stipulation was 
released under date of September 2,1943, the release 
being recorded on December 21, 1943, at Book 38 
MM 211 of the records of the Collector of Customs 
at San Francisco, California.” 

The Court: That is 38. I thought you said 30. Did 
you say 38? 

Mr. MacGuineas: I don’t believe he did say 38. 38 
is correct. 

The Court: I thought you said 30 MM. 

Mr. Harrison: I am sorry. I meant to say 38, Your 
Honor. 

We now ask to turn to Section 12, Article VIII of 
the stipulation, page 75, reading as follows: 

“Neither American Trust Company nor Ameri¬ 
can President Lines, Ltd., nor the United States 
Maritime Commission, ever sent to the plaintiffs or 
any of their predecessors any copies of the letters of 
advice and instruction referred to in subdivi- [137] 
sion 6 of Article VIII of this stipulation, nor any 
copies of communications between the United States 
Maritime Commission and American President 
Lines, Ltd., concerning the payment of any of the 
notes or indebtedness relative to the 502’s or 535’s or 
the President Coolidge.” 
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And paragraph 14 on the same page, and the same 
article: 

“In July, 1945, plaintiffs first inquired of the 
United States Maritime Commission concerning the 
status of the debt represented by said notes and were 
advised that it had been paid, but they were not 
advised of the date of payment/ 7 

For the purpose of the continuity, we would like, 
may it please the Court, to state to the Court the 
contents of paragraphs 28 and 29 of the amended 

complaint, which are admitted. 

• * * * * 

We now ask to turn to page 27 of the stipu- [138] 
lation, the same being Article II, paragraph P, sub¬ 
division 1, and read into evidence the follow- [139] 
ing: 

“Document 2-P-l and Document 2-P-2 are two 
copies of the mail contracts entered into, as of 
October, 1928, between Dollar of California and the 
Postmaster General/ 7 

We now offer in evidence as the exhibit next in 

order for the plaintiffs the said Document 2-P-l. 

***** 

Mr. MacGuineas: May I make my objection [145] 
at this time ? 

I object to the introduction of either of these docu¬ 
ments on the ground which Your Honor has antici¬ 
pated. Here is a transaction which occurred ten 
years before the vital contract in this suit, and sec¬ 
ondly there is a reasonable limit on the time in which, 
even under plaintiffs 7 theory, the courts will inves¬ 
tigate the surrounding circumstances of the contract, 
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and certainly this seems to me to go back ten years 
and introduce a contract raising collateral issues 
w hich may require a tremendous amount of proof 
running into years previous to the transaction. 

For that reason I object to the introduction of it 
in evidence. 

♦ * * * * 

The Court: Do you mean to say that neither [152] 
Dollar of California or American President Lines 
or Mr. Dollar was represented by counsel ? 

Mr. Harrison: No; I didn’t mean that, may it 
please the Court. I mean the documents, and the 
drafts leading up to the final agreement, [of August 
15, 1938] were prepared by counsel for the creditor. 

The Court : But they were represented by coun¬ 
sel? 

Mr. Harrison: Yes, sir. 

* * * * * 

The Court: I will admit it in evidence. [160] 

Mr. MacGuineas: May it please the Court, may I 
introduce Mr. Melvin Siegel, who will also be coun¬ 
sel of record for the Government in this ease? [161] 

The Court: Yes. 

Mr. MacGuineas: That becomes Plaintiffs’ Ex¬ 
hibit 18? Is that correct? 

The Court: That is 18. 

(The contract for ocean mail service, dated 
September 28, 1928, heretofore identified as 
Document 2-P-l. was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
18.) 
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[Plaintiffs’ Exhibit 18 reads in part as fol¬ 
lows: 

CONTRACT FOR OCEAN MAIL SERVICE 
Route No. F.O.M. 25 

This Contract, made this 28th day of September, 
1928, under the provisions of the Merchant Marine 
Act, 1928, by the United States of America (by the 
Postmaster General) and the Dollar Steamship 
Line, a corporation duly incorporated under the 
laws of the State of California, hereinafter called 
the contractor; and the Pacific Indemnity Company, 
a corporation duly incorporated under the laws of 
the Sate of California, hereinafter called the surety. 

Witnesseth, That whereas the said Dollar Steam¬ 
ship Line, a citizen of the United States, has been 
accepted as contractor, in conformity with the ad¬ 
vertisement inviting proposals for the service speci¬ 
fied herein, issued by the Postmaster General under 
date of July 11, 1928. 

Now, Therefore, The said contractor and surety, 
jointly and severally, undertake, covenant, and agree 
with the United States of America, and bind them¬ 
selves pursuant to the Merchant Marine Act, 1928, 
and the said advertisement of the Postmaster Gen¬ 
eral— 

1. To carry the mails of the United States from 
San Francisco, California by Honolulu, Hawaii, 
Yokohama and Kobe, Japan, Shanghai, China and 
Hongkong to Manila, Philippine Islands and to 
such other ports at which the contractor’s vessels 
may call on a schedule satisfactory to the Post¬ 
master General of not less than twenty-six (26) trips 
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per annum; to carry on return trips to Honolulu 
and San Francisco parcel post mails of United 
States origin being returned from foreign countries 
as undeliverable and United States Military and 
Naval Mails, also such United States mails as may be 
dispatched from Honolulu, Guam or other points at 
which the contractor’s vessels may call and any other 
mails for the conveyance of which the United States 
Post Office Department is responsible, this service 
to be covered by the pay for the outbound voyages; 
to provide and operate in the performance of serv¬ 
ice under this contract vessels of Class 3, capable 
of maintaining a speed of 18 knots at sea in ordi¬ 
nary weather and of a gross registered tonnage of 
not less than 12,000 tons; provided that if the needs 
of the service require it, the contractor and the 
Postmaster General may agree upon the operation 
of vessels of Class 2 or of Class 1, then to employ 
said vessels in carrying the mails as may be agreed 
upon; and to carry the said mails and perform the 
services and undertakings in connection therewith 
as specified in this contract for and during the term 
of ten (10) years beginning October 1, 1928, for 
compensation based upon the mileage by the short¬ 
est practicable route between the ports of call on 
each outward voyage by vessels of Class 3 at the 
rate of $6.00 per nautical mile during the first five 
years of this contract and $8.00 per nautical mile 
thereafter; by vessels of Class 2 at the rate of $10.00 
per nautical mile; and by vessels of Class 1 at the 
rate of $12.00 per nautical mile should the opera¬ 
tion of vessels of Class 2 or of Class 1 be agreed 
upon as herein specified. 
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2. To operate in the performance of this service 
steel vessels (of the class herein specified) which 
shall be steam or motor vessels, and shall be either 
(1) American-built and registered under the laws 
of the United States during the entire time of such 
employment, or (2) registered under the laws of 
the United States not later than February 1, 1928, 
and so registered during the entire time of such 
employment, or (3) actually ordered and under 
construction for the account of citizens of the 
United States prior to February 1, 1928, and regis¬ 
tered under the laws of the United States during 
the entire time of such employment. 

3. That any vessel that may be constructed for 
service under this contract and which was begun 
after the enactment of the Merchant Marine Act, 
1928, shall be either (1) a vessel constructed, ac¬ 
cording to plans and specifications approved by the 
Secretary of the Navy, with particular reference to 
economical conversion into an auxiliary naval ves¬ 
sel, or (2) a vessel which will be otherwise useful 
to the United States in time of national emergency; 

4. That from the beginning of service under this 
contract and continuing for the remainder of the 
period of four years from the enactment of the 
Merchant Marine Act, 1928, upon each departure 
from the United States of a vessel employed in 
ocean mail service on this route, one-half of the 
crew (crew including all employees of the ship other 
than officers) shall be citizens of the United States, 
and thereafter, two-thirds of the crew as above 
defined shall be citizens of the United States, so 
long as may be required by said Act; 
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5. To carry as cadets or apprentices, as may be 
assigned, on all vessels operated under this con¬ 
tract, American-born boys under twenty-one years 
of age at the time of signing articles, three boys 
per vessel, and that these boys shall be educated in 
the duties of seamanship and receive such pay for 
their services as may be reasonable, which pay shall 
in no case be less than $30 a month; 

6. To carry the mail, whatever may be its size, 
weight or increase during the term of the contract, 
in a safe and secure manner, free from wet or other 
injury. Foreign transit closed mails shall be deemed 
and taken to be mails of the United States; 

7. To transport upon each vessel employed in 
ocean mail service on this route such mail messen¬ 
gers as the Postmaster General may require and 
provide for them subsistence, suitable staterooms, 
and working quarters; also to convey all necessary 
post office supplies and mail equipment, and provide 
first-class transportation for officials of the Post 
Office Department upon request and for accredited 
post office inspectors, on business of the Post Office 
Department; 

8. To take the mail and every part of it from 
and deliver it into all post offices on the route, 
unless other provision is made; also to be answer- 
able in damages to the United States for the proper 
care and transportation of the mails, and to be 
accountable for any loss or damage resulting to any 
of such mail or any part of it by reason of the fail¬ 
ure to exercise due care on the part of any of the 
contractor’s officers, agents, or employees in the 
custody, handling or transportation thereof. 
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For which services, when performed and evidence 
thereof shall have been filed with the Postmaster 
General, the said contractor is to be paid by the 
United States at the rates hereinbefore named, pay¬ 
ments to be made monthly, and as soon after the 
close of each month as accounts can be adjusted 
and settled; said pay to be subject, however, to be 
reduced or, discontinued by the Postmaster General, 
as hereinafter stipulated, or to be suspended in case 
of delinquency. 

It is hereby further stipulated and agreed by the 
said contractor and surety— 

1. That in case of failure of a vessel from any 
cause to perform any regular voyage required by 
this contract, a pro-rata deduction shall be made 
from the contract price on account of such omitted 
voyage, and that suitable deductions, to be deter¬ 
mined by the Postmaster General, may be made 
from the compensation payable under the contract 
for delays, failures to properly safeguard the mails, 
or other irregularities in the performance of the 
contract; 

2. That the Postmaster General may annul this 
contract or impose fines or penalties, in his discre¬ 
tion, for repeated failures; for subletting the serv¬ 
ice without permission of the Postmaster General, 
or assigning or transferring the contract; for com¬ 
bining to prevent others from bidding for the per¬ 
formance of postal service; for failure to provide 
and operate any vessel in accordance with the re¬ 
quirements of the advertisement and this contract; 
for violating the provisions of the Merchant Marine 
Act, 1928, or the postal laws and regulations appli- 
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cable to service under this contract, or for other 
failure to perform service according to contract, 
and such annulment shall not impair the right of 
the United States to claim damages from the con¬ 
tractor and surety. 

3. That no member of or delegate to Congress or 
resident commissioner shall be admitted to any share 
or part of this contract or agreement, or to any bene¬ 
fit to arise therefrom. 

4. The contractor warrants that he has not em¬ 
ployed any person to solicit or secure this contract 
upon any agreement for a commission, percentage, 
brokerage, or contingent fee. Breach of this warranty 
shall give the Government the right to annul the con¬ 
tract, or in its discretion, to deduct from the contract 
price or consideration the amount of such commis¬ 
sion, percentage, brokerage, or contingent fees; This 
warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made 
through bona fide established commercial or selling 
agencies maintained by the contractor for the pur¬ 
pose of securing business. 

It is further stipulated and agreed by the parties 
to this contract— 

1. That the ports of call and the frequency of 
calls of vessels on this route may be changed by the 
contractor with the consent of the Post Office De¬ 
partment; 

2. That the Postmaster General may, in the case 
of emergency, permit the substitution for a particular 
voyage of a vessel not within the provisions of the 
contract, even though not conforming to the require- 
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ments of section 405 of the Merchant Marine Act, 
1928. 

3. That if mutually agreed to by the Postmaster 
General and the contractor, the Post Office Depart¬ 
ment may extend the service to additional ports, 
curtail the route to omit ports, change the service to 
substitute ports, or increase or reduce the number 
of trips, with allowance of not exceeding the con¬ 
tract rate for the increased outbound mileage in¬ 
volved and with a deduction at the contract rate for 
any decreased outbound mileage involved. 

4. That by mutual agreement of the Postmaster 
General and the contractor service may be term¬ 
inated after expiration of five years of the contract. 

5. That this contract is also subject to all the pro¬ 
visions of the Merchant Marine Act, 1928, and the 
advertisement (though not all specifically stated 
herein) and to the provisions of the Postal Laws and 
Regulations applicable to this service. 

6. That if the said contractor, by reason of failure 
to properly perform his said contract, shall be de¬ 
clared a failing contractor and/or the contract be 
annuled, the said surety shall, in lieu of being re¬ 
quired to carry out the terms of said contract, have 
the right to settle all its liabilities thereunder, (ex¬ 
cept such as may arise from suretyship on the pro¬ 
posal bond), by payment to the United States of 
One Hundred Thousand ($100,000.00) Dollars, as 
liquidated damages, the payment of which amount 
by the said surety shall be accepted in full discharge 
of all its liabilities as surety on this contract except 
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such as may arise from suretyship on the proposal 
bond of the contractor. 

In Witness Whereof, The parties hereto have ex¬ 
ecuted this contract. 

THE UNITED STATES OF AMERICA 
By /s/ HARRY S. VAN, 

Postmaster General. 

Signed Oct. 5, 1928, in the presence of— 

/s/ CHASE C. LOVE. 

DOLLAR STEAMSHIP LINE 
By /%/ R. STANLEY DOLLAR, 

Vice President 

Signed Sept. 27,1928. Witnesses: 

/s/ HOWARD L. LEWIS 
/s/ W. T. DINGLER 

PACIFIC INDEMNITY COMPANY 
Surety. 

By /s/ R. M. TRUETT (Seal) 

Attorney in Fact. 

Signed Sept. 28, 1928. Witnesses: 

/s/ HELEN F. ARMSTRONG 
/s/ W. B. WATERS 

Approved as to form: 

/s/ HORACE J. DONNELLY, 

Solicitor. 

BB 

WEK 

Approved as to fact: 

/s/ CHASE C. LOVE, 

Acting Second Assistant Postmaster General. 
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The Court: And 19 is coming up. 

Mr. Harrison: We offer the other document as 
Exhibit 19. 

(The contract for ocean mail service, dated 
August 30, 1928, heretofore identified as Docu¬ 
ment 2-P-2, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
19.) 


[Plaintiffs’ Exhibit 19 reads in part as fol¬ 
lows: 

CONTRACT FOR OCEAN MAIL SERVICE 

Route No. 27 

This Contract, Made this 30th day of August, 1928, 
under the provisions of the Merchant Marine Act, 
1928, by the United States of America (by the Post¬ 
master General) and the Dollar Steamship Line, a 
corporation duly incorporated under the laws of the 
State of California, hereinafter called the contractor; 
and the Pacific Indemnity Company, a corporation 
duly incorporated under the laws of the State of 
California, hereinafter called the surety. 

Witnesseth, That whereas the said Dollar Steam¬ 
ship Line, a citizen of the United States, has been 
accepted as contractor, in conformity with the ad¬ 
vertisement inviting proposals for the service speci¬ 
fied herein, issued by the Postmaster General under 
date of July 11, 1928. 
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Now, Therefore, The said contractor and surety, 
jointly and severally, undertake, covenant, and agree 
with the United States of America, and bind them¬ 
selves pursuant to the Merchant Marine Act, 1928, 
and the said advertisement of the Postmaster Gen¬ 
eral— 

1. To carrv the mails of the United States from 
* 

San Francisco, California by Honolulu, Hawaii, 
Kobe, Japan, Shanghai, China, Hongkong, Manila, 
Philippine Islands, Singapore, Straits Settlements 
to Colombo, Ceylon and to such other ports at which 
the contractor's vessels may call on a schedule satis¬ 
factory to the Postmaster General of not less than 
twenty-six (26), trips per annum; to provide and 
operate in the performance of service under this con¬ 
tract, vessels of Class 5, capable of maintaining a 
speed of 14 knots at sea in ordinary weather, and of 
a gross registered tonnage of not less than 10,000 
tons; provided that “the contractor may be required 
to put into operation as soon as practicable thereafter 
new vessels of Class 3, capable of maintaining a speed 
of 18 knots at sea in ordinary weather, and of a gross 
registered tonnage of not less than 12,000 tons, as 
follows: One such vessel within three (3) years from 
the date of the award of this contract and one addi¬ 
tional such vessel each successive two (2) years there¬ 
after during the term of the contract; 7 ’ provided 
further that if the needs of the service require it, the 
contractor and the Postmaster General may agree 
upon the operation of additional vessels of Class 3 or 
of Classes 2 or 1, then to employ the said vessels in 
carrying the mails as may be agreed upon; and to 
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carry the said mails and perform the services and 
undertakings in connection therewith as specified in 
this contract for and during the term of ten (10) 
years beginning October 1, 1928, for compensation 
based upon the mileage by the shortest practible 
route between the ports of call on each outward voy¬ 
age by vessels of Class 5, at the rate of $4.00 per 
nautical mile; by vessels of Class 3 at the rate of 
$8.00 per nautical mile; by vessels of Class 2 at the 
rate of $10.00 per nautical mile; and by vessels of 
Class 1 at the rate of $12.00 per nautical mile should 
the operation of vessels of Class 3 be required or the 
operation of additional vessels of Class 3, Class 2, or 

Class 1 be agreed upon as herein specified. 

* * * § * 


Mr. Harrison: We now ask that we may refer to 
page 15 of the stipulation, being a portion of Article 
II, paragraph G-, and wish to introduce in evidence 
the following statement. It is on line 29 of page 15, 
may it please the Court. 

The Court: You will have to bear with me until I 
find that. What line, Mr. Harrison? 

Mr. Harrison: Line 29, page 15. 

The Court: Document 2-G-10? 

Mr. Harrison: Correct, Your Honor— 

“Document 2-G--10 is a report and set of [162] 
recommendations rendered by Commissioner Truitt 
to the United States Maritime Commission Septem¬ 
ber 20,1938.’ ? 

And also that portion—in fact, I will continue, if 
I may, on page 16, if Your Honor please: 
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‘‘Document 2-G-ll is a report rendered by Com¬ 
missioner Truitt to the Commission on September 
21, 1938. 

“Document 2-G-12 is a report by Commissioner 
Truitt to the Commission on September 22, 1938. 

“Documents 2-G-10, 2-G-ll and 2-G-12 together 
constitute the report of Commissioner Truitt which 
was adopted and approved by the Com m ission by 
resolution of September 27, 1938.’ 7 

For the convenience of the Court, since we have 
only one copy, may I pass this document to the Court 
so that I may refer to it? (The document was handed 
up.) 

I ask the Court now to turn to page 5 of the report 
of Commissioner Truitt, being document 2-G-10. I 
am sorry; it is page 15, may it please the Court. 

Does the Court have the paragraph beginning 
“Up until the close of the year 1936”? 

The Court: That is right—-under the subparagraph 
D—“the Problems Facing the Temporary Commis¬ 
sion." 

Mr. Harrison: That is correct. We wish to read 
the following: [163] 

“Up until the close of the year 1936 the Dollar 
Line situation did not change materially for the 
worse but in November, 1936, strikes interrupted the 
service of the vessels and when revenues were there¬ 
by cut off a new problem came up; namely, how ac¬ 
crued mail pay should be handled under these cir¬ 
cumstances. The temporary Commission had been 
appointed on September 26, 1936, and on December 
19 it adopted the policy that no money be released 
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from the joint account until such time as services 
were resumed, except for payments of interest to the 
Government, the payment of such accounts as would 
not create a lien prior to the Government’s pre¬ 
ferred mortgage and such other amounts as might be 
necessary for the protection of the Commission.” 

And may I continue?— 

“The temporary Commission was also faced with 
the situation created by the Merchant Marine Act, 
1936, cancelling the mail contracts on June 30, 1937, 
declaring for an adjustment of the claims thereun¬ 
der. 

“In February, 1937, the temporary Commission, 
in line with a general policy to withhold accrued mail 
pay because of questions involving validity of and 
performance under the mail contracts, directed the 
withholding of mail pay until the contracts [164] 
were adjusted. This, of course, did not mean much in 
the case of Dollar in view of the specific policy 
adopted in this case on December 19, 1936. 

“The general strike on the Pacific Coast ended 
in February, 1937, but of course the voyages were 
resumed only very slowly.” 

Mr. Siegel: If the Court please, if this is all Mr. 
Harrison is going to offer at the present time, we 
object to the offer of this excerpt without offering the 
entire document. This document as a whole is rele¬ 
vant only as it bears upon the motives and the poli¬ 
cies of the Commission, and on that issue the entire 
document should be received. 

I recognize, of course, that the extent to which a 
document should be received in its entirety or should 
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be received by way of excerpts or parts, is a matter 
within the discretion of the Court. But I suggest that 
where the issue is one as here, as to the motives and 
policies of the agency, that they should be derived 
from the document as a whole and not from some 
limited extract read from one page of a document of 
more than 50 pages in length. 

The Court: I might say, before Mr. Harrison says 
anything, that I know this document purports to be 
a report to the United States Maritime Commission 
by Commissioner Truitt, and that the subject matter 
is a report and recommendations on the Dollar Line 
situation. I think we ought to have all of it. [165] 

Mr. Harrison: If the Court please, may I explain 
the theory of our offer? We are not offering this as 
evidence of any policy of the Commission. We are 
offering this as admissions of fact. These were facts 
stated to the Commission, approved by all of the 
Commissioners, the predecessors in interest of the 
defendants in this case. It is necessary for us, in 
order to make out the facts in this case, to rely upon 
those admissions. They are admissions against in¬ 
terest and are offered as such. 

The Court: I assume so; but I think you miscon¬ 
strued my interpolation. I didn't suggest that there 
was a question of policy involved, and I don't under¬ 
stand Mr. Siegel to say that either. The reason why I 
suggested it all should go in, apart from the admis¬ 
sions against interest that you say are in here, and 
that you have particularly alluded to in your refer¬ 
ence to subparagraph D, is that this is a report and 
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recommendations on the Dollar Line situation, as of 
this date. Why not have it all? 

Mr. Harrison: The difficulty, if I may explain it 
to the Court, in the presentation of our case is this: 
We don’t like to even argue against anything the 
Court thinks should be in; but, after all, there are 
contained also in the instrument self-serving declara¬ 
tions with which we do not agree, and in such [166] 
case we do not like to be put in the position of intro¬ 
ducing into the record evidence of facts which we do 
not believe to be correct 

The Court: I will admit the admissions against 
interest that are in here, and, sui spontis, I will admit 
the whole document. 

Mr. Harrison: Very well, Your Honor. 

Mr. Siegel: And by “the whole document,” you 
mean, Your Honor— 

The Court: I am going to read the whole document 
on the report and recommendations on the Dollar 
Line situation as of that time. And I have this in 
mind: This case is not being tried by a court and 
jury. And if I address myself, as I think you want 
me to, to the basic problem here, and inasmuch as the 
case is being tried without a jury, it seems to me that 
anything that would shed light on the transaction be¬ 
tween the parties, the Court ought to have. 

Mr. Siegel: I understand, by the entire document, 
Your Honor refers to the documents separately iden¬ 
tified as 2-G-10, 2-G-ll, and 2-G-12 ? 

The Court: That is right. 

Mr. Siegel: Taken together. 

Mr. Harrison: That is not correct, Your Honor. 
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The Court: I have reference only to 2-G-10, the 
report of Commissioner Truitt, addressed to the 
Commission. 

Mr. Siegel: That is only part of the report of Com¬ 
missioner Truitt. [167] 

The Court: This is only part of the report? 

Mr. Siegel: It is, Your Honor. 

The Court: Is there another report? 

Mr. Siegel: The report was submitted to the Com¬ 
mission seriatim, the first part on September 20, the 
second part on September 21, and the third part on 
September 22, as shown by the stipulation and the 
parts thereof which Mr. Harrison has read. And as 
shown by the stipulation, the three documents, taken 
together, constitute the report of Commissioner 
Truitt which was adopted by the Commission on Sep¬ 
tember 27, 1938. 

Mr. Harrison: And may I say I respectfully differ 
with counsel. A mere perusal of the document will 
show it is one single, complete report. There are 
others: but we have offered an exhibit from only one 
of them. 

The Court: Do you mean to say Commissioner 
Truitt made out three separate reports? 

Mr. Harrison: That is correct. 

The Court: Within three different days? 

Mr. Harrison: Yes, sir. 

The Court: Covering the same subject matters? 

Mr. Harrison: Your Honor, this subject matter— 

The Court: Covering the Dollar Line situation, 
the different aspects of it? 

Mr. Harrison: That is correct. [168] 
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Mr. Siegel: If the Court please, that statement is 
certainly not accurate. 

The Court: Well, I will read all three. 

Mr. MacGuineas: Y ou will receive all three ? 

The Court: Yes. 

Mr. Harrison: May I ask what the marking is, 
and so on, may it please Your Honor? 

The Court: 2-G-10, 2-G-ll, and 2-G-12, is it? 

Mr. Siegel: Yes, Your Honor. 

The Court: I have 10, but I don’t have 11 and 12. 

Mr. MacGuineas: Counsel for plaintiff has not 
furnished Your Honor with copies of 2-G-ll and 
2-G-12. 

The Court: That is what I thought; I haven’t 
seen them as vet. 

Mr. Siegel: We will furnish them. 

Mr. Harrison: If Your Honor please, of course 
if the Court wishes them, we will secure them. We 
don’t happen to have them available at the moment. 
But may we ask that these documents be given a 
number distinct from the numbering of plaintiffs’ 
exhibits? 

The Court: All right. Have it indicated the Court 
admitted them. 

I assume you are making an objection to the ad¬ 
mission? 

Mr. Harrison: Yes, Your Honor. 

Mr. Siegel: If Your Honor please— [169] 

The Court: I am going to insist one counsel at a 
time address the Court, gentlemen. 

Mr. Siegel: If Your Honor please, it might clarify 
the situation with respect to these documents and 
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Your Honor's examination of them, if I refer to one 
matter: 

In the stipulation, as I understand it, any para¬ 
graph of this stipulation may be offered in evidence 
separately from any other, but in that event the 
whole must be offered. I would construe that to mean 
that the paragraph, part of which Mr. Harrison has 
read with reference to documents 2-G-10,2-G-ll, and 
2-G-12 should have been completed by reading from 
the stipulation the remainder thereof, which iden¬ 
tifies 2-G-10 and 2-G-ll as the parts of the report of 
the Commission, Reorganization of American Presi¬ 
dent Lines, which perhaps Your Honor does have 
before you in convenient form, 2-G-ll being the sum¬ 
mary appearing on the first, and page 12— 

The Court: Is this a new matter you are address¬ 
ing me with respect to? 

Mr. Siegel: I am saying that the completion of 
the paragraph to which I refer would identify the 
documents which have been offered. 

The Court: Well, I will mark the documents, 
2-G-10, 2-G-ll, and 2-G-12, and note that they con¬ 
stitute the reports of Commissioner Truitt with ref¬ 
erence to the Dollar Line situation. I will also [170] 
note the fact for the purpose of the record that Mr. 
Harrison has objected, in the sense that he is not offer¬ 
ing them and is merely offering excerpts which he 
regards as beneficial to his theory of the case, and 
which he has construed as admissions against in¬ 
terest 

Mr. Siegel: For the purpose of the record, Your 
Honor, in view of the fact that Mr. Harrison has 
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made the objection, I wish to record our position, 
that no one of these documents could be received 
independently, for the reason that in the absence of a 
showing that they were adopted by the Commission, 
they would not be binding as admissions against in¬ 
terest at all, under numerous decision of the Federal 
courts; and only as a single document were they ever 
adopted by the Commission. 

The Court: Now, gentlemen, I am not going to 
permit discussion of this character to impede the 
natural progress of the case. I have made a ruling. I 
am not going to be bound by any stipulation counsel 
have entered into which I think excludes evidence I 
ought to have. With that underlying postulate, let 
us proceed, thank you. 

(The Report and Recommendations on Dollar 
Line Situation, to the Maritime Commission, 
from Commissioner Truitt, heretofore identified 
as Document 2-G-10, was accordingly marked 
and received in evidence as Exhibit 20.) 

(A Dollar Line report, “Summary of [171] 
Conclusions and Recommendations” dated Sep¬ 
tember 21, 1938, heretofore identified as Docu¬ 
ment 2-G-ll, was accordingly marked and re¬ 
ceived in evidence as Exhibit No. 21.) 

(A memorandum “Re Earnings Estimates” 
dated September 22, 1938, heretofore identified 
as Document 2-G-12, was accordingly marked 
and received in evidence as Exhibit No. 22.) 

Mr. Harrison: We now ask to turn to the stipu¬ 
lation, article 6, subsection A. 
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The Court: What page is that, Mr. Harrison? 

Mr. Harrison: I am sorry; I will have it in just 
a second, Your Honor. 

This is on page 60 of the stipulation, if Your Honor 
please. We wish to offer, commencing at line 10 on 
page 60, article 6, the following in evidence: 

“Certain statements appearing in the minutes of 
the Board of Directors of Dollar of Delaware in 1936 
under the dates designated may be taken as evidence 
as the matters stated, as follows: 

“1. July 21, 1936:—The operations of Dollar of 
Delaware for the first six months of the year 1936 
showed a net profit before depreciation of $881,681.01 
and a net profit after depreciation of $277,384.21, 
according to the company’s books.” 

The Court: Now, the relevancy. 

Mr. Harrison: The relevancy is we wish to [172] 
show and we will produce a witness in a moment to 
show exactly the financial condition of Dollar of 
Delaware in 1937, when the negotiations were com¬ 
mencing, Your Honor. 

“2. October 28, 1936:—The operations of Dollar 
of Delaware for the first nine months of the year 1936 
showed a net profit before depreciation of $1,543,000 
(as compared to a profit before depreciation for the 
same period for the year 1935 of $264,000), and a 
net profit after depreciation of $645,000 (as com¬ 
pared to a loss after depreciation for the same period 
of 1935 of $650,000), according to the company’s 
books.” 

Since, if Your Honor please, the stipulation be¬ 
tween the parties calls for the introduction of an ex- 
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hibit annexed to the stipulation, to-wit, Document 
No. 2-A-2, being the minutes of the Board of Direc¬ 
tors of Dollar of Delaware, in order to make per¬ 
missible the excerpt I just read, I will ask that it be 
admitted in evidence. 

The Court: Very well. 

(The minutes of meeting of July 21, 1936, 
identified as Document 2-A-2, were accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 23.) 

Mr. Harrison: And for the same purpose we ask 
that Document 2-A-3 be admitted. 

The Deputy Clerk: That would be No. 24. 

Mr. Siegel: Is this offered as a foundation [173] 
for the two paragraphs you have just read ? 

Mr. Harrison: That is correct. 

Mr. Siegel: And for no other statement in the 
minutes ? 

(The minutes of meeting of October 28, 1936, 
identified as Document 2-A-3, were accordingly 
.marked and received in evidence as Plaintiffs’ 
Exhibit No. 24.) 

# * * * * 

Mr. Harrison: May it please the Court, as the 
foundation for two certain documents already intro¬ 
duced, and others that may be introduced, I wish to 
offer in evidence a portion of the stipulation, [174] 
being article 2, commencing at page 3, being sub- 
paragraph A 1: 

“Certain documents are photostatic copies of min¬ 
utes of certain meetings of the Board of Directors of 
Dollar of Delaware, as follows:”— 
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And may I, by stipulation, deliver to the reporter 
the dates and the document identification, to avoid 
reading them at this time, may it please the Court? 
The Court: Yes. 

(The dates and document identification referred 
to follow: 

November 1, 1935—Document 2-A-l. 

July 21, 1936—Document 2-A-2. 

October 28, 1936—Document 2-A-3. 

April 21, 1937—Document 2-A-4. 

May 19, 1937—Document 2-A-5. 

June 16, 1937—Document 2-A-6. 

September 3,1937—Document 2-A-7. 

September 8, 1937—Document 2-A-8. 

November 10, 1937—Document 2-A-9. 

February 11, 1938—Document 2-A-10. 

February 23, 1938—Document 2-A-ll. 

Mav 13, 1938—Document 2-A-12. 

May 16, 1938—Document 2-A-13. 

May 23, 1938—Document 2-A-14. [175] 

May 24,1938—Document 2-A-15. 

June 11, 1938—Document 2-A-16. 

June 13, 1938—Document 2-A-17. 

June 14, 1938—Document 2-A-18. 

June 16, 1938—Document 2-A-19. 

July 9, 1938—Document 2-A-20. 

July 18, 1938—Document 2-A-21. 

Augnst 8,1938—Document 2-A-22. 

September 8,1938—Document 2-A-23. 

September 23,1938—Document 2-A-24. 

October 10, 1938—Document 2-A-25. 
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October 17,1938—Document 2-A-26. 

October 24,1938—Document 2-A-27.) 

Mr. Harrison: And on page 4 of the same stipu¬ 
lation, reading: 

“3. Documents 2-A-l to 2-A-32, inclusive, are true 
and correct copies of the original minutes.” 

And 4: 

“Said minutes may be taken as evidence that all 
proceedings before, and action by, the Board of Di¬ 
rectors of Dollar of Delaware and the stockholders 
as stated in said minutes occurred as stated, and that, 
subject to the provision of subdivision B-4 of Article 
II of this stipulation, all remarks, statements and 
expressions recorded in said minutes as having [176] 
been made or expressed in said meetings were in fact 
made and said, as recorded, by the persons to whom 
said remarks, expressions and statements are therein 
attributed, or by the Board, as such, if attributed to 
the Board.” 

And one more excerpt, before I call Mr. Hall, if 
I may, on page 60 of the stipulation, being paragraph 
B of the Article 6, as follows: 

“On October 26, 1936 a general maritime strike 
broke out on the Pacific Coast lasting continuously 
until February 4,1937, as a result of which steamship 
operations, including those of Dollar of Delaware, 
were closed down during that entire period.” 

And may I call Mr. Hall to the stand now, please? 

The Court: Very well. 
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Accordingly 

E. H. HALL 

was called as a witness on behalf of the plaintiffs 
and, being first duly sworn, was examined and testi¬ 
fied as follows: 

Direct Examination 

By Mr. Harrison: 

Q. Will you please state your name, Mr. Hall? 

A. E. H. Hall. 

Q. And where do you reside? A. Pied¬ 
mont, California. 

Q. What is your occupation? [177] 

A. Treasurer and comptroller of the Robert Dol¬ 
lar Company. 

Q. Have you been in the steamship business for 
some years, Mr. Hall? A. Yes, sir. 

Q. How long? A. Forty-four years. 

Q. Will you state what your experience in the 
steamship business has been? A. Well, begin¬ 
ning with 1903 it was in practically every department, 
until 1912, when I entered the accounting depart¬ 
ment I have been in charge of an accounting depart¬ 
ment continuously since 1915. 

Q. And will you state some of the companies for 
whom you have supervised the department of the 
treasury and accounts? A. The larger com¬ 

panies are the Pacific Steamship Lines, American 
Mail Line, Admiral Oriental Line, Robert Dollar 
Company, Globe Wireless, Limited, Heintz & Kauff¬ 
man—and a number of smaller companies. 

Q. Will you state what your qualifications and 
experience in the field of accountancy has been? 

A. By that you mean the type? 
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Q. Yes. A. It has included general ac¬ 
counting, the manufacturing, merchandising, [178] 
radio operation, shipping, both coastwise and trans¬ 
pacific. 

Q. Have you had experience with problems in the 
administration of income tax problems? 

A. Yes, sir. 

Q. Over a great many years? A. Since 

there has been an income tax. 

Q. To what extent have you been involved in and 
supervised statutory mergers and consolidations? 

A. I have been connected with six or seven reor¬ 
ganizations, four statutory mergers, four Section 
77-B or Chapter 10 proceedings. 

Q. And now, Mr. Hall, I will ask you if you have 
examined certain documents, as follows: 

One, identified in the stipulation of facts on file 
here, identified as 2-G-2 in the stipulation, and par¬ 
ticularly the balance sheet as of February 28, 1938; 
the income sheet for January and February, 1938; 
and the statement of deficit at February 28, 1938, in 
the report rendered on April 2, 1938, on Dollar of 
Delaware, to the United States Maritime Commis¬ 
sion's Long Range Subsidy Committee, by D. F. 
Houlihan, Director of Finance of the Commission 
and Mr. M. E. Wilcox, its Director of Operations 
and Traffic. A. I have. 

Q. Have you also examined the document identi¬ 
fied in the stipulation as 11-4, being a profit [179] 
and loss statement of Dollar of Delaware for the eight 
months ending August, 1938 ? A. I have. 

Q. Have you also examined a document identi- 
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fied in the stipulation as 11-4, and also 11-13-A, being 
the balance sheet for Dollar of Delaware as of Au¬ 
gust 31,1938 ? A. I have. 

Q. Based on the information set forth in those 
documents, have you prepared an analysis in writing 
of the change, if any, in the financial condition of 
Dollar of Delaware for the financial period Febru¬ 
ary 28,1938, to August 31,1938? A. I have. 

Q. Is that written statement and analysis the 
document I now present you, Mr. Hall? 

A. It is. 

Q. And is the document a correct statement and 
analysis, showing the change in financial condition, 
if any, of Dollar of Delaware in the period commenc¬ 
ing February 28, 1938, and ending August 1, 1938, 
as reflected in the documents you examined? 

A. August 31. 

Q. August 31? A. Yes, sir. 

Mr. Harrison: We ask that the document be iden¬ 
tified at this time, if it please the Court. 

The Court: Plaintiffs’ Exhibit 25 for iden- [180] 
tification. 

(The -written statement and analysis, so-called, 
was accordingly marked for identification as 
Plaintiffs’ Exhibit No. 25.) 

Mr. Harrison: Before I ask the next question, 
may it please the Court, I will have to offer another 
portion of the stipulation, being article 2, paragraph 
K, subdivision 2, and article 21, paragraph 7. 

Article 2-K referred to is found on page 22, [181] 
and the line is line 18; the paragraph is K-l. 
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The Court: Page 22, line 18, Article 2, subpara¬ 
graph 2 ? 

Mr. Harrison: And paragraph K-l. 

The Court: And paragraph K-l? 

Mr. Harrison: Yes, on page 22, Your Honor. 

The Court: All right. 

Mr. Harrison (reading): “Documents 2-K-l to 
2-K-9 are true and correct copies of statements or 
summaries of income and Surplus or Deficit state¬ 
ments contained in certain original Reports of Ex¬ 
amination of the Accounts of Dollar of Delaware by 
Haskins & Sells (for the years 1929 to 1934, inclu¬ 
sive) and by John F. Forbes & Co., Certified Public 
Accountants for the remaining years as follows: 

“1929—Document 2-K-l. 

“1930—Document 2-K-2. 

“1931—Document 2-K-3. 

“1932—Document 2-K-4. 

“1933—Document 2-K-5. 

“1934—Document 2-K-6. 

“1935—Document 2-K-7. 

“1936—Document 2-K-8. 

‘ ‘ 1937—Document 2-K-9. ’ 9 

And continuing with paragraph 2: [182] 

"Witnesses may be permitted to testify from and 
on the basis of those matters stated in Documents 
2-K-l to 2-K-9 which purport to reflect the facts set 
forth in the original financial records and books of 
account of Dollar of Delaware, exclusive of conclu¬ 
sions as to the legal effect of any contract or trans¬ 
action and exclusive of any other legal conclusions 
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appearing in said reports, in the same manner and 
to the same extent as if they were testifying from and 
on the basis of the original financial records and 
books of account of Dollar of Delaware/’ 

By Mr. Harrison: 

Q. Mr. Hall, I will ask you if you have examined 
Documents 2-K-l to 2-K-9, inclusive, as identified 
in the stipulation of facts on file herein? 

A. I have. 

Q. Based upon that examination, will you state 
what was the financial condition of Dollar of Dela¬ 
ware on January 1,1937, with reference to surplus or 
deficit ? A. It had a deficit of slightly over two 
and a half million dollars. 

Q. When was that deficit sustained? 

A. Between the years 1932 and 1935, both inclu¬ 
sive. 

Q. And prior to that time had Dollar of Delaware 
operated at a profit? A. It had. [183] 

Mr. Harrison: We have no further questions of 
Mr. Hall at this time. 

Mr. Siegel: We have no questions. 

The Court: (To the witness) Step down, sir. 

(The witness accordingly left the stand.) 

Mr. Harrison: Before passing on to the next sub¬ 
ject, we merely wish to call attention in the record to 
that statement appearing in the report of Commis¬ 
sioner Truitt, dated September 20, being Document 
2-G-10 in the record, as follows: 

“As previously mentioned, volume of traffic and 
freight rates were seriously down.” 
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Mr. Siegel: Will you identify the page, Mr. Har¬ 
rison, please ? 

Mr. Lasky: Page 5. 

Mr. Harrison: I next wish to introduce into the 
record from the stipulation, Article 6, subsection C, 
commencing at the last line of page 60 of the stipula¬ 
tion, as follows: 

“ There is spread on the minutes of the Board of 
Directors of Dollar of Delaware of April 21, 1937, a 
written statement or report by R. Stanley Dollar 
made that date to the Board, and certain letters are 
quoted in that report. Said letters were in fact sent 
and received as they were purport to have been. [184] 
With the exception of those passages marked in pa¬ 
rentheses and initialed by Moses Lasky and Melvin 
H. Siegel on the face of Document 2-A-4, the state¬ 
ments made in said report as spread on the copy of 
the minutes marked Document 2-A-4 may be taken 
as evidence of the matters stated.’’ 

We offer in evidence now the document 2-A-4 just 
referred to, as plaintiffs’ exhibit next in order. 

Mr. Siegel: As I understand it, this offer is solely 
as foundation for the receipt in evidence of the state¬ 
ments with respect thereto that may be received as 
evidence of the matters therein stated. Is that cor¬ 
rect? 

Mr. Harrison: We are offering it within the scope 
of the paragraph of the stipulation just read. 

Mr. Siegel: Except as to the passages initialed by 
both counsel as excluded. 

The Court: Very well. 
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(The minutes of Board of Directors meeting 
April 21, 1937, heretofore identified as Docu¬ 
ment No. 2-A-4, was accordingly marked and 
received in evidence as Plaintiffs'’ Exhibit No. 
26.) 

Mr. Harrison: The portions I wish to direct at¬ 
tention to are as follows—and this is mere evidence 
of the fact that this report was made: 

‘‘The President, Mr. R. Stanley Dollar, ad- [185] 
vised that the company had not yet been able to col¬ 
lect from the Maritime Commission the contract mail 
pay on F.O.M. Routes 25 and 27, and that there is 
outstanding at this date approximately $400,000.00 
on this account. 

“As the matter of mail pay is of such vital import¬ 
ance to the successful operation of this corporation, 
the President said that for the information of the 
Directors he had made a written statement of the 
entire matter, which he would have the Secretary 
read to the meeting, as it would give the Directors a 
clear picture of the entire matter/ 7 

Then he continued: 

“On January 30, 1937, a notification was sent by 
the United States Maritime Commission to all ocean 
mail contractors informing them that the Commis¬ 
sion reserved the right to withhold payment on voy¬ 
ages begun after February 1, 1937, until such time 
as ocean mail contracts were adjusted from the old 
mileage basis to the new operating-differential sub¬ 
sidy basis in accordance with the Merchant Marine 
Act of 1936. I will read this notification to you. 
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And it is stipulated that this letter was sent, in 
the stipulation. This is a letter from Telfair Knight, 
Secretary, to: 

4 ‘Dollar Steamship Lines Inc. Ltd. [186] 

Robert Dollar Bldg. 

San Francisco, Calif. 

“Gentlemen: 

“‘The Maritime Commission is now engaged in 
the adjustment of ocean mail contracts incident to 
the termination of these contracts on or before June 
30, 1937, as required by the Merchant Marine Act of 
1936. 

“ ‘You are advised that all mail pay earned under 
these contracts for voyages begun on or before Feb¬ 
ruary 1, 1937, will be paid by the Commission on the 
same basis used by the Post Office Department for 
such payments in the past. 

“ ‘The Commission reserves the right, and you are 
hereby notified accordingly, to withhold payment on 
voyages begun after February 1,1937, until such time 
as your ocean mail contract is adjusted, with the un¬ 
derstanding that mail pay earned on voyages begun 
after February 1,1937, may be taken into considera¬ 
tion in arriving at an adjustment of your ocean mail 
contract 7 . 77 

And further the report of Mr. Dollar states: 

“‘We understand that a hearing is to be had with 
reference to the Dollar Lines on these contracts on 
or about March 1, 1937, and perhaps as a result of 
this and subsequent hearings a formula can be 
worked out for adjustment of the contracts [187] 
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held by the Dollar Steamship Lines, which will deter¬ 
mine this question.’ ” 

The president then reported: 

“The amounts due us in accordance with our ocean 
mail contracts are as follows: 

“F.O.M. No. 25—San Francisco/ Manila—Febru¬ 
ary sailings”— 

And I omit the detail of the President Hoover and 
the President Cleveland—“$129,152.00.” 

For the “F.O.M. No. 27—San Francisco/ Co¬ 
lombo—February sailings” and I omit the names of 
the ships and the detail—“$127,116.00.” 

And the “F.O.M. No. 25—San Francisco/ Ma¬ 
nila—March sailings”—and I again omit the detail 
of the ships—“$119,602.00,” making the total due 
under the contracts, $375,870.00. 

The report continues: 

“Our Washington representative closely followed 
up the matter in an attempt to make collection in 
full, without success. 

“On March 29th the Maritime Commission depos¬ 
ited in our Joint Account the sum of $35,429.86, rep¬ 
resenting payment upon a poundage basis for the 
mail carried by all our ships on both our mail routes 
during the month of February. They also deposited 
the sum of $8364.00 covering compensation on [188] 
mileage basis, San Francisco/ Honolulu for the Pres¬ 
ident Hayes. This ship had sailed from San Fran¬ 
cisco prior to the maritime strike and had been held 
up in Honolulu about three months during the strike. 

“You will note that on March 29th the Maritime 
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Commission deposited in our Joint Account $35,- 
429.86 upon a poundage basis, and on March 31st we 
were required to pay the Maritime Commission out 
of the Joint Account $33,615.32 for interest.” 

In reply to the letter addressed to the Dollar Line, 
the latter wrote the Maritime Commission on April 
8, 1937: 

“Gentlemen: 

“We ask you to kindly refer to our letter of Feb. 
10, 1937, in relation to compensation for services 
rendered under F.O.M. contracts numbers 25 and 
27 on sailings during the month of February, 1937, 
and subsequent months. 

“We have previously furnished you with the usual 
certificates covering service on these two routes dur¬ 
ing the month of February, 1937, but have not yet 
received compensation in accordance with our con¬ 
tracts. 

“You have deposited in the joint account of the 
United States Maritime Commission and ourselves, 
certain sums for transportation of mail upon a 
poundage basis on our liners which sailed dur- [189] 
ing the month of February on F.O.M. No. 25 and No. 
27. These sums which you have so deposited are not 
upon the contract basis to which we are entitled and 
accordingly we hereby notify you that we are not 
accepting them. 

“This letter, therefore, is our protest against your 
deposits in the Joint Account of sums based upon 
poundage of mails transported on our liners which 
rendered service on our mail routes during the month 
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of February, 1937, and against any other deposits 
made or to be made on such a basis. We further pro¬ 
test against what you term your right to withhold 
mail payments on voyages begun after Feb. 1, 1937, 
for the reason that our mail contracts F.O.M. 25 
and 27 are still in force and you are obligated to 
comply with the terms thereof. We repeat our previ¬ 
ous advice that we shall be unable to continue opera¬ 
tions unless payments of our full earnings as pro¬ 
vided by our mail contracts are promptly made to us. 

“Many creditors of this company both on the 
Pacific Coast and Atlantic Coast are urgently press¬ 
ing us for settlement of their accounts, some of which 
have been outstanding for several months as a result 
of our total loss of earnings during the recent period 
of over three months when our operations were to¬ 
tally suspended due to the maritime strike. While our 
[190] operations are now appioaching a normal basis, 
our revenues have not yet reached sufficient volume to 
meet current requirements and at the same time per¬ 
mit the liquidation of outstanding accounts. Our 
creditors have been very lenient with us, but we 
would not be properly protecting their interests nor 
our own if we continue to operate without positive 
assurance from you that we will receive compensa¬ 
tion in full in accordance with our mail contracts for 
service rendered under these contracts. 

“We respectfully state that we do not recognize 
any right reserved to you to withhold payments due 
us on voyages begun after Feb. 1, 1937, and hereby 
make demand for prompt settlement of full amounts 
due us for services on F.O.M. 25 and F.O.M. 27 dur- 
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ing the month of February, 1937, and during subse¬ 
quent months when due.” 

Mr. Siegel: Mr. Harrison, may I inquire, my copy 
does not have the notations on it. This is not offered 
as evidence of the matters asserted therein? 

Mr. Harrison: That is what the stipulation so 
states. 

The Court: Now, Mr. Harrison, I was going to 
suggest, if you propose to offer that in evidence, 
why not offer the letter itself, and avoid the necessity 
of reading it into the record? [191] 

Mr. Harrison: Very well, Your Honor. 

The Court: You are going to be pretty much worn 
out with all this reading, before this thing is over. 

Mr. Harrison: Very well, Your Honor. May I 
make this suggestion?—there are certain matters ap¬ 
pearing in the documents as we offer them. I try not 
to read too much of them, but if I can indicate the 
portions. 

The Court: That will be fine; I didn’t know you 
were reading excerpts. 

Mr. Harrison: In this particular case I have read 
solid. 

The Court: Well, point out to me what you think 
ought to be particularly noted by the Court, from 
your point of view. 

Mr. Harrison: The balance of the letter, to which 
we would like to direct the Court’s attention event¬ 
ually, is an enumeration in the letter of the pressing 
obligations, such as stevedoring, fuel oil, insurance, 
Panama Canal tolls, and creditors’ claims, which the 
line was hard pressed to meet. 
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The Court: I take it that the purport of that offer 
is simply this, that by the cancellation of the con¬ 
tracts, creditors were not paid, and the financial posi¬ 
tion of the line was seriously impaired. 

Mr. Harrison: That is correct, your Honor. [192] 

There is one fact, which appears in this exhibit, 
which it is stipulated is evidence of the fact stated, 
which I would like to read, and that is this: 

4 ‘Our total cash receipts in U.S.A. depositories 
for the month of April was $1,212,572.87 and dis- 
bursements $1,287,493.19. This clearly indicated we 
could not operate without mail pay. The total 
amount of mail pay past due and withheld by the 
Maritime Commission amounted to $563,506.42, and 
this created a condition most detrimental to the 
interests of the company. 77 

Counsel calls my attention to the fact that that 
which I just read was out of the next ensuing meet¬ 
ing of the board of directors, held May 19, 1937. 

I ask that we now turn to the stipulation, Article 
6, subsection E, which we will introduce in evidence, 
and read as follows—on page 61: 

4 4 The following statement appearing in the min¬ 
utes of the Board of Directors of Dollar of Dela¬ 
ware on May 19, 1937, may be taken as evidence 
of the matters stated, as follows: 77 

And there follows what I just read. 

Mr. Siegel: There follows, excepting the last 
statement of what you read, Mr. Harrison. 

Mr. Harrison: I will read it now—it will just 
take [193] a second—to avoid arguments: 

6 ‘The amount owing to the trade creditors on 
April 30, 1937, was $2,322,589.00, having risen from 




vs. Emory S. Land, et al 


429 


the sum of $1,483,089.00 on January 31, 1937; cash 
receipts in April, 1937, were $1,212,572.00 and dis¬ 
bursements $1,287,493.00, and the amount of past 
due but unpaid mail pay as of May 19, 1937, by the 
United States Maritime Commission was $563,- 
506.42, according to the company’s books.” 

The Court: Isn’t there a difference? I thought 
you said the cash receipts totalled a million and 
some odd dollars and 87 cents, and the disburse¬ 
ments totalled a million and some odd dollars and 
some other odd figure of cents? So the figures are 
not the same, are they? 

In other words, I think you said the cash receipts 
in the letter are a million and some odd dollars, 
and here there was an amount of $2,322,589—a dif¬ 
ference of a million dollars. 

I beg your pardon; you are saying the amount 
owing to the trade creditors was the two million 
dollar amount. 

Mr. Harrison: Yes. The statement I read previ¬ 
ously was of total cash receipts in U.S.A. deposi¬ 
tories for the month of April, in the amount of 
$1,212,572.87. 

Mr. Siegel: It is understood, your last state¬ 
ment is in lieu of the previous one? 

Mr. Harrison: No; the last statement is as to 
the fact as stated at that meeting. [194] 

Mr. Siegel: And offered for that purpose. The 
statement is obviously hearsay, and we object to 
the receipt in evidence of the first statement, and 
acquiesce to the receipt of the second statement just 
read. 
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The Court: I thought Mr. Harrison was reading 
from a letter which was sent by the corporation to 
the Maritime Commission, in which the corporation 
was inveighing against the cancellation of mail 
contracts and pointing out that this situation seri¬ 
ously impaired the condition of the company. 

Mr. Siegel: I think by inadvertence he went on 
to read from the minutes of May 19, 1937; and 
having ascertained that error, he then proceeded 
to read, and, as I had thought, in lieu of what he 
had previously read, the statement from the stipu¬ 
lation, which is taken from the minutes of May 19, 
or derived from it, 1937, and which in the stipu¬ 
lation is to the extent set forth in the stipulation 
conceded to be evidence of the matters therein 
asserted. 

Mr. Harrison: To avoid confusion, your Honor, 
I will withdraw at this time the statement I read 
from the minutes of May 19, and proceed with 
this later. 

The Court: Let me ask you this, while you are 
still being interrogated on it—the document Mr. 
Hall identifies and which is marked for identifica¬ 
tion as Plaintiff's Exhibit 25, that has not been 
offered in evidence? 

Mr. Harrison: No, may it please the Court; [195] 
the purpose of the identification of those figures is 
that a subsequent expert witness will testify to cer¬ 
tain conclusions therefrom, Your Honor. 

The Court : All right. 

Mr. Harrison: There was a document yesterday, 
may it please the Court, that we failed to insert 
in the record and which we are now prepared to cor- 
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rect. The Court will recall we were embarrassed 
yesterday by a lack of sufficient copies of the so- 
called “blue book,” and we left with Your Honor 
one and we deferred introducing certain documents 
until today when we would have copies available. 

The first document that is referred to and which 
we did not introduce yesterday is a document ap¬ 
pearing at page 163 of Exhibit P to the defendant’s 
answer, entitled “Reorganization of American Pres¬ 
ident Lines, Limited.” It appears under the title 
of assignment and option. It is a document wherein 
R. Stanley Dollar, as pledgor, and the Anglo Cali¬ 
fornia National Bank, as pledgee, for considera¬ 
tions which are there acknowledged, agreed, one: 

“Pledgor represents that he is the owner, subject 
only to the pledge hereafter mentioned, of thirty- 
three thousand six hundred (33,600) shares of class 
A stock of Dollar Steamship Lines, Inc., Ltd., a 
Delaware corporation, which he has heretofore de¬ 
posited with and pledged [196] to the said 
pledgee ...” 

And then it goes on to enumerate the certi¬ 
ficates. 

“2. Pledgor hereby sells, assigns, transfers, and 
sets over unto the Commission, subject to said exist¬ 
ing pledge, all his right, title, and interest in and 
to said class A stock.” 

Paragraph 3 provides that the covenant between 
the pledgor and pledgee— 

“For a period of five years from date the Com¬ 
mission, or its nominee, shall have all voting rights 
accruing to the pledged A stock,” and further agree- 
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ing that during that period no disposition should 
be made of it except subject to the right of the 
Commission to exercise voting rights. 

The Court: Wait a minute, please. I have a 
question to ask about this. 

Mr. Harrison: Yes, Your Honor. 

The Court: You are introducing this so-called 
assignment and option agreement, which is found 
in this booklet, ‘‘Reorganization of American Presi¬ 
dent Lines, Limited,” which is the Dollar Steam¬ 
ship Line, published by the United States Maritime 
Commission, April 10, 1939, and which refers speci- 
ficallv to the “R. Stanley Dollar, hereinafter re- 
ferred to as pledgor, and The Anglo California 
National Bank of San Francisco, a national bank¬ 
ing corporation, hereinafter referred to as [197] 
pledgee. 

Mr. Harrison: Yes, Your Honor. 

The Court: Then it goes further, paragraph 1: 

‘‘Pledgor represents that he is the owner, subject 

only to the pledge hereafter mentioned.” 

R 

What is that pledge hereafter mentioned? 

Mr. Harrison: Prior to the time of the August 
15, 1938, agreement, prior to the time that agree¬ 
ment was entered into, R. Stanley Dollar, in this 
particular instance, had already pledged some of 
the shares of the A stock of the company as security 
for another personal debt, to the Anglo Bank. 

The Court: Then I think you have clarified it. 
My question is that the reference to the “pledge 
hereafter mentioned,” refers to the pledge to the 
Anglo California National Bank? 
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Mr. Harrison: That is correct, Your Honor. 

The Court: I thought you were going to say 
the pledge to the Maritime Commission. 

Mr. Harrison: It also provides, in 3(b): 

“For a period of five years from date, the Com¬ 
mission, or its nominee, shall have the right, at any 
time, to purchase and take over all rights and in¬ 
terests of the pledgee,” meaning the bank, in this 
connection, may it please the Court, “including the 
rights and interests of the pledgee in and to all 
collateral then pledged, upon payment of a [198] 
sum equal to the balance due on account—upon pay¬ 
ment of a certain sum—and specifically in such 
event to release said A stock from the pledge, and 
transfer said A stock to the Commission, or its 
nominee, free and clear.” 

In paragraph (c) it provides that— 

“During the period terminating five years from 
date, the pledged A stock shall be released and 
transferred to the Commission, or its nominee, free 
and clear, upon receipt by the pledgee of payments 
on account of the loan equal in the aggregate to 
$2, for each share of such A stock so pledged, from 
any source or sources, except”—excepting certain 
sources here defined. 

And it goes on to say that— 

“. . . during such period no disposition shall 
be made of such stock, other than by release to the 
Commission, or its nominee, except subject to the 
express right of the Commission or its nominee 
to receive such stock free and clear when . . .”— 
when that appropriate sum is paid. 

And in paragraph (d): 
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; 'For a period of five years from date, unless 
the A stock included in the pledge has been re¬ 
leased and transferred to the Commission, or its 
nominee, free and clear, no other collateral secur¬ 
ing the pledge shall be released from the [199] 
pledge, except for full consideration, and no guar¬ 
antee shall be released . . 

And then it goes on to provide for the stamping 
of legend upon all certificates evidencing said class 
A stock, the legend, dated October 26, 1938, being as 
follows: 

‘ • All right, title, and interest of the shareholder 
whose name appeal’s on the face of this certificate, 
in the shares of stock represented hereby, has been 
transferred bv such shareholder to the United 
States Maritime Commission, subject, however, to 
a prior existing pledge thereof to The Anglo Cali¬ 
fornia National Bank of San Francisco, as security 
for certain obligations of said transferor to said 
pledgee. 

‘ ; Said shares of stock are also subject for a 
period of five years from date to the terms of a 
certain agreement of even date between the said 
transferor and The Anglo California National Bank 
of San Francisco, as said pledgee/ 7 

Mr. Harrison (continuing): We offer that docu¬ 
ment. in part, as part of the contract of August 15, 
1938, and also as an indication upon its face and 
as an aid to interpretation, the legend stamped upon 
the certificate, which refers to a prior-existing 
pledge. 
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The Court: Where does it refer to a prior-exist¬ 
ing pledge? 

Mr. Harrison: In paragraph (e). [200] 

The Court: The legend reads as follows: 

“All right, title, and interest of the shareholder 
whose name appears on the face of this certificate, 
in the shares of stock represented hereby, has been 
transferred by such shareholder to the United States 
Maritime Commission, subject, however, to a prior 
existing pledge thereof to the Anglo California 
National Bank of San Francisco, as security for 
certain obligations of said transferor to said pled¬ 
gee.” 

Do I take it your contention is that the use of 
the language “subject, however, to a prior existing 
pledge, 77 explains what is meant? 

Mr. Harrison: There could not, as we see it, 
may it please the Court, be any need for the use 
of the word “prior 77 unless it were that this were 
also a pledge—and we will so argue. 

The Court: You are arguing then, I take it— 

Mr. Harrison: Yes, sir. 

The Court: —and your interpretation is that 
the use of the term “transferor 77 or the use of the 
exact language, “has been transferred by such 
shareholder to the United States Maritime Com¬ 
mission, 77 that that language is qualified by the 
reference to a prior-existing pledge. 

In other words, you are arguing, I am assuming, 
by the language here, that while it is admitted [201] 
there was a pledge to The Anglo California Na¬ 
tional Bank of San Francisco, the use of that 
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language characterizes the previous transfer made 
to the United States Maritime Commission? 

Mr. Harrison: That is correct, Your Honor. 

The Court: And it is offered for that purpose? 

Mr. Harrison: Yes, Your Honor. 

There were involved in this offer three docu¬ 
ments. There is no need to describe the others, be¬ 
cause Document 4-H is merely a similar document 
from the estate of J. Harold Dollar, and Document 
4-1 jointly from the estate of J. Harold Dollar and 
R. Stanley Dollar. 

The Court: All bearing the same legend? 

Mr. Harrison: Correct, Your Honor. And we 
ask that those three documents all be admitted in 
evidence at this time. I take it is not necessary to 
incorporate those physically as exhibits in the rec¬ 
ord, is it, Your Honor? 

The Court: No, there is no necessity. 

(Indicating a blue pamphlet.) I don’t think this 
has been introduced in evidence. It is offered to be 
attached to Exhibit F of the defendant’s answer? 

Mr. Harrison: No, if Your Honor please. The 
great bulk of that document is already in evidence, 
and the purpose we would use it for is to extract 
from it documents which seemed to be relevant. 

The Court: Let the record indicate it is in 
evidence. [202] 

Mr. Harrison: No, Your Honor; this particular 
book is not in evidence. If Your Honor please, the 
book contains an enormous number of documents, 
many of which we have no wish to burden the 
record with, and I don’t think that counsel will. 
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The Court: All right; let it stand, as long as 
there won’t be any worry about where it is. 

Mr. Harrison: We ask the Court and Counsel 
now to turn to page 62 of the stipulation. We offer 
in evidence paragraph F, on line 3, as follows: 

“The following statements appearing in the min¬ 
utes of the Board of Directors of Dollar of Dela¬ 
ware on June 16, 1937 may be taken as evidence 
of the matters stated, as follows: 

“The amount owing trade creditors on May 31, 
1937 was approximately $150,000 greater than on 
April 30, 1937; the company owed $1,500,000 on 
overdue accounts on June 16 covering freight and 
passenger accounts, passenger refunds, stevedor¬ 
ing, oil and trade creditors; the United States Mari¬ 
time Commission owed but had not paid the com¬ 
pany for mail pay $651,000 at that time; on June 
30, 1937 the amount owing to the company in mail 
pay by the United States Maritime Commission 
was expected to be $1,200,000 according to the 
books; the creditors were constantly pressing for 
payment of these overdue accounts.” [203] 

At this time we will offer in support of that 
statement—may I ask counsel whether he agrees 
where we read from the stipulation, that we need 
not put in the minutes as foundation? 

Mr. Siegel: That is agreed. 

Mr. Harrison: Very good. 

* * * * * 

Mr. Harrison: At this time we wish to indicate 
to the Court a quotation appearing on page 16 
of the report of Mr. Truitt, 2-G-10, reading as 
follows: 
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“The company obviously could not maintain its 
services after June 30, 1937, without a subsidy/ 7 

Mr. Siegel: I was wondering whether counsel 
could, for the convenience of the Court, furnish the 
pages in the Blue Book. 

The Court: I have a reference to 2-G-10. 

Mr. Siegel: I was wondering if it would not be 
more convenient to have the reference to the page 
in the Blue Book. 

The Court: It might be. 

Mr. Harrison: At this time we call attention 
of the Court to the fact that June 30, 1937, was 
the date of termination of the mail contracts, 
under the Merchant Marine Act of 1936. And at 
this point we wish to offer Document 2-F-2, being 
the minutes of the Maritime Commission for [204] 
August 25, 1937. 

Mr. Siegel: We object to it. 

Mr. Harrison: And we ask that it be [205] 
marked as an exhibit for the plaintiff next in 
order. 

Mr. Siegel: We object, because the minute of¬ 
fered does not show adoption by the Maritime 
Commission and therefore is not a binding admis¬ 
sion on the part of the Commission. 

I would state that the purpose of this objection 
is not in any way to limit the proof available to 
Your Honor but, on the contrary to get the whole 
truth and not part of it before Your Honor. 

There is available to the plaintiffs and we have 
furnished them stipulated copies of all the minutes 
of the Maritime Commission which are pertinent, 
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including the minutes of the Maritime Commission 
at which this particular report was discussed and 
the plan therein recommended adopted; and upon 
a showing and offering in evidence of that minute, 
we would have no objection to the receipt of this 
report in evidence. But without an adoption by 
the Commission, all we have is a report and recom¬ 
mendation by a mere staff member, which on all the 
authorities is not binding as an admission on the 
Commission. 

Mr. Harrison: If Your Honor please, we can 
answer that for the moment very readily, because 
we will also present to the Court and ask that it 
be admitted in evidence Document 2-F-3, which is 
the record of approval on that same day of that 
very report counsel refers to. 

The Deputy Clerk: The next exhibits are [206] 
27 and 28. 

(Minutes of meeting of United States Mari¬ 
time Commission August 25, 1937, identified as 
Document 2-F-2, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
27.) 


[Plaintiffs’ Exhibit 27 reads in part as fol¬ 
lows: 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

August 25,1937 

* * * * * 

At the direction of Chairman Kennedy, Jay 
Dunne, Special Financial Expert, D. E. Lawrence, 
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Chief Examining Section, and William Radner, At¬ 
torney, presented to the Commission a tentative pro¬ 
posal of reorganization submitted by Dollar Steam¬ 
ship Lines Inc., Ltd., to make it eligible for operat¬ 
ing-differential subsidy. In giving a detailed outline 
of all the negotiations and circumstances leading up 
to the proposed plan of reorganization, they reported 
substantially the following facts: 

In February, 1937, the Dollar Steamship Lines 
Inc*., Ltd., and the Admiral Oriental Line, an af¬ 
filiated company, filed applications for operating- 
differential subsidies pursuant to General Order No. 
5 and for settlements of their ocean mail contracts 
pursuant to General Order No. 8. Upon appointment 
of the present Commission in April, careful reex¬ 
amination of these applications by the Finance Div¬ 
ision and the Legal Division disclosed that the finan¬ 
cial structure of the Dollar Line had been so impaired 
by losses attributable to the depression and the sub¬ 
sequent labor difficulties that it was essential to re¬ 
finance or recapitalize the company in order to con¬ 
tinue operations. 

Several conferences in regard to the Dollar Line 
were held at the Commission’s Washington office 
during the months of May and June of this year. 
The conferences were attended by Mr. R. Stanley 
Dollar, President of the Dollar Line; Mr. Paul 
Hoover, Executive Vice President of the Anglo Cali¬ 
fornia National Bank, one of the Line’s chief credi¬ 
tors ; and several of the Commission officials, includ¬ 
ing Messrs. Truitt, Bums, Graustein, Dunne, Slacks, 
Lawrence, Page, and Radner. Efforts to develop 
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sources of new capital at these conferences proved 
unavailing, R. Stanley Dollar taking the position 
(a) that he had no private resources which he could 
invest in the business at the present time; (b) that 
funds were not obtainable from outside sources; and 
(c) that if the mail pay which had been withheld 
from February 1,1937, were released, and if the Line 
were granted a six months’ subsidy, its financial dif¬ 
ficulties could be surmounted by the introduction of 
outside capital, which, it was claimed, would be at¬ 
tracted by the results of the six-month period of 
operation. Mr. Dollar was advised that his sugges¬ 
tions were not acceptable and that it would be neces¬ 
sary to improve and strengthen the financial struc¬ 
ture of the companies before any subsidy could be 
awarded; and, further, that it would be necessary 
for him to supply the Commission with full and com¬ 
plete details concerning the financial status of all of 
his affiliated interests. Thereupon, Mr. Dollar and 
Mr. Hoover returned to California. 

At the end of June when it became apparent that 
slight progress was being made and that the situation 
was becoming critical, as outlined in the minutes of 
July 1, the Commission had sent Mr. Radner and Mr. 
Lawrence to California to be prepared for any emer- 
’ gency and to investigate the situation at first hand. 
Mr. Radner and Mr. Lawrence stated that upon ar¬ 
rival they notified Mr. Dollar that the Commission 
held to the position taken at previous conferences, 
told him that the financial structure of the steam¬ 
ship line would have to be improved before an operat¬ 
ing-differential subsidy could be considered, and that 
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the Commission was prepared for all contingencies. 
They had also demanded, and were permitted, access 
to the pertinent financial data of practically all of 
the many Dollar companies in order to determine 
whether a transfer of these assets could furnish suf¬ 
ficient new capital to enable the line to continue 
operations. Among the companies whose financial 
status was investigated in this manner were: 

1. Dollar of Delaware 

2. Dollar of California 

3. Dollar of Hong Kong 

4. Capilano Corporation 

5. Admiral Oriental Line 

6. American Mail Line 

7. Philippine Inter-Island Co. 

8. Robert Dollar Company 

9. Dollar Terminal Co. 

10. Dollar Wharf & Warehouse Co. 

11. Pacific Steamship Co. 

12. Pacific Lighterage Co. 

13. Olympia Refining Co. 

14. Tacoma Oriental Steamship Co. 

15. Kiangsu Realty Co. 

16. Portland California Steamship Co. 

17. Globe Wireless Co. 

18. Heinz & Kaufman 

19. Eugene Lumber Co. 

In so far as time permitted, the financial statements 
were checked or audited by Mr. Butterfield, District 
Auditor for the Commission, and his assistants, as 
well as by Mr. Lawrence and Mr. Radner, and the 
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financial data were brought up to date, in some cases 
by cabled information from foreign offices. In addi¬ 
tion, the past and prospective earning records of 
these companies were analyzed, and operating fore¬ 
casts covering the steamship business were prepared. 

Mr. Radner and Mr. Lawrence also conferred at 
great length as to various phases of this problem 
with Messrs. H. Fleishhacker, M. Fleishhacker and 
Hoover, President, Chairman of the Board, and Vice- 
President, respectively, of the Anglo California Na¬ 
tional Bank; Mr. Mausshardt, District Representa¬ 
tive for the Commission; Mr. Butterfield, District 
Auditor for the Commission; Mr. Mitchell, President 
of the Mitchell Stevedoring Company; Mr. Bailey, 
Executive Vice President of the Matson Line; and 
all of the important executives of the Dollar Steam¬ 
ship Line. 

Reports as to the progress of these investigations 
and negotiations were telephoned to Mr. Truitt or 
Mr. Slacks in Washington almost every day, and 
copies of all financial statements, forecasts and an¬ 
alyses (over twenty-five in number) were forwarded 
to the Washington office as completed, and are now 
in the files of the Commission. 

As a result of these investigations, Mr. Lawrence 
and Mr. Radner concluded: 

(1) That the net worth of the Dollar Steamship 
Line could be increased by approximately $8,000,000, 
thus placing the Line in sound financial condition, 
(a) by a series of mergers and consolidations of sev¬ 
eral of the companies previously mentioned; (b) by 
cancellation or conversion into stock of about $2,000,- 
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000 of inter-company or stockholder debt; (c) by 
stock subscriptions from affiliated interests; and (d) 
by converting some of the Bank indebtedness into 
stock. 

(2) That the expenses of the Line could be re¬ 
duced by approximately $450,000 per annum (a) by 
terminating the Matson contract, which, on the pres¬ 
ent basis, costs the Line about $150,000 per annum; 
(b) by reducing the Bank interest rate from 6% to 
3Vo%; and (c) by eliminating the management con¬ 
tract, which resulted in a profit of about $230,000 to 
the Robert Dollar Company in 1936. 

(3) That, after the proposed reorganization, the 
Line could operate profitably, barring prolonged 
strikes or other unexpected catastrophes. 

(4) That, in comparison with other steamship 
operations, the Line was efficiently and economically 
operated, and the executive personnel was com¬ 
petent. 

(5) That the Commission’s position, as mortgagee 
of the Line’s vessels, holding individual liens of 
varying amounts on each of the vessels, was unsatis¬ 
factory; but the Commission’s collateral position 
could be improved by over $5,000,000 if the Com¬ 
mission obtained a blanket mortgage covering all 
such vessels, in addition to the present individual 
mortgages. 

(6) That the Government’s failure to extend aid 
to the Line in the near future would bring about 
bankruptcy or reorganization under Section 77-B, 
with the possibilities of (a) suspension of service 
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over all the important routes covered by the Line; 
(b) loss and inconvenience to American shippers and 
export interests; (c) prolonged and expensive litiga¬ 
tion without any assurance that a satisfactory plan 
of reorganization would be consummated. 

It was pointed out that the vessels of the Dollar 
Steamship Line were presently engaged in remov¬ 
ing large numbers of American citizens from Shang¬ 
hai and vicinity, and that it was important that these 
vessels be prepared to render further aid should hos¬ 
tilities spread. 

In view of the foregoing, Mr. Radner and Mr. 
Lawrence advised and encouraged R. Stanley Dollar 
to formulate and develop the best possible plan of 
reorganization, involving consolidation of affiliated 
interests and the other provisions that have previ¬ 
ously been mentioned. Mr. Radner and Mr. Lawrence 
also advised Mr. Dollar and his associates that, in 
their opinion, no plan would be approved unless it 
accomplished substantially all the results above 
mentioned. 

Shortly after the return of Mr. Radner and Mr. 
Lawrence from San Francisco, the Dollar Steamship 
Line submitted a proposal to this Commission dated 
August 6, 1937, which embodied a proposed reorga¬ 
nization of the Line somewhat along the lines out¬ 
lined above. Although this proposal involved a con¬ 
siderable improvement in the financial status of the 
Dollar Company, Mr. Radner and Mr. Lawrence be¬ 
lieved that further substantial improvement was 
possible, and, after consulting with Chairman Ken¬ 
nedy and the General Counsel, Mr. Radner and Mr. 
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LIABILITIES 

Lawrence advised Messrs. Dollar and Hoover, by 
telephone, that the proposal suggested by them was 
not acceptable and that further concessions, both 
from the Dollar interests and from the Anglo Cali¬ 
fornia National Bank, would be required. 

Messrs. Dollar and Hoover then came to Wash¬ 
ington to negotiate further concerning this matter, 
and for the past several days they have been in al¬ 
most constant consultation and negotiation with Mr. 
Radner and Mr. Lawrence, as a result of which a 
tentative plan of reorganization has been evolved, 
which is believed to represent the very maximum 
concessions that can be obtained from all the inter¬ 
ested parties. This plan will accomplish substantially 
all the objectives mentioned above and its acceptance 
is recommended. 

D. E. Lawrence, Chief, Examining Section, then 
presented the following copy of the latest revised 
plan of reorganization and supporting documents, 
consisting of: (a) a plan of reorganization embody¬ 
ing twenty points; (b) a comparative balance sheet 
setting forth the status of the present company and 
the status of the consolidated company after giving 
effect to all adjustments; (c) pro forma explanatory 
notes and comments describing the source from which 
all assets were derived and the value of such assets; 
and (d) a short summary statement, signed by Mr. 
Lawrence and approved by Messrs. Slacks, Houlihan, 
Dunne, and Radner, summarizing the benefits of the 
reorganization and recommending its acceptance: 
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“THE DOLLAR LINES PROPOSED PLAN 
OF REORGANIZATION 

“1. The consolidation or merger of the following 
corporations: 

(1) Dollar of Delaware (Del.) 

(2) Dollar of California (Calif.) 

(3) Dollar of Hong Kong (British) 

(4) Capilano Corp. (British) 

(5) Admiral Oriental Line (Wash.) 

(6) American Mail Line (Nevada) 

(7) Philippine Inter-Island Co. (Nevada) 

“The consolidations may be effected by transfer 
of all the assets and liabilities of the above com¬ 
panies as stated on the June 30, 1937, balance sheets 
to a new corporation or to one of the existing cor¬ 
porations in exchange for preferred or other accept¬ 
able stock or by any other valid statutory procedure. 

“2. The elimination of all inter-company debts 
of the merging companies and of the Dollar Terminal 
Co. and the Dollar Wharf and Warehouse. Such 
debts are to be washed out as far as possible by 
mutual cancellations. Any balances of inter-company 
debt owing by the Consolidated Company are to be 
converted into preferred or other acceptable stock. 
The debts to be eliminated in this fashion aggregate 
about $1,822,000. 

“3. The conversion of all debts owing to R. Stan¬ 
ley Dollar or the Estate of Harold Dollar into pre¬ 
ferred or other stock. The debts so converted will 
aggregate approximately $149,000. 

“4. The conversion of all Pacific Lighterage debt 
into preferred stock. This will eliminate about $152,- 
000 of current debt. 
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“ 5. The transfer of the $95,000 sales contract of 
the Pacific Lighterage Corporation with Mitchell 
Stevedoring to the Consolidated Company in ex¬ 
change for preferred or other acceptable stock of 
equal amount in a manner that will not conflict with 
Section 803 of the Act. 

‘‘6. A $50,000 stock subscription from the Olym¬ 
pic Refining Company or other Dollar interest, the 
subscription to be paid in ten monthly installments 
of $5,000 each. 

“7. The transfer of the impounded Tacoma Ori¬ 
ental funds of about $147,000 to Consolidated Com¬ 
pany for preferred or other acceptable stock of like 
amount. 

“8. A series of adjustments, transfers and off¬ 
sets involving the Robert Dollar Company whereby 
the following will be accomplished: 

“ (a) The Robert Dollar Company will discontinue 
its managing agency and transfer its entire manag¬ 
ing organization to the Consolidated Company. In 
1936 the managing agency resulted in a profit of 
about $230,000 to the Robert Dollar Company. 

“(b) The Robert Dollar Company will pay $50,- 
000 cash to the Consolidated Company. 

“(c) All debts of the Consolidated Company to 
the Robert Dollar Company will be eliminated by 
offset. 

“(d) All properties of the Robert Dollar Com¬ 
pany pertaining to the steamship business, including 
(a) all furniture and fixtures which originally cost 
over $500,000, (b) the Shanghai tender, and (c) cer¬ 
tain Shanghai real estate, are to be transferred to 
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the Consolidated Company. On the other hand, the 
Canadian Robert Dollar stock, a lumber company, 
will be transferred to the Robert Dollar Company. 

“(e) The Robert Dollar Company will execute 
and deliver to the Consolidated Company a 5-year 
secured note in the amount of $1,000,000. This note 
will be payable as follows: $50,000 every six months, 
beginning 18 months from the date of execution, the 
balance to become due in five years. The note is to 
bear 2% interest and is to be secured by approxi¬ 
mately 90% of the stock of the Globe Wireless Co., 
100% of the stock of Heinz and Kaufman, and pos¬ 
sibly a one-half interest in the Dollar Building. 

“9. Mr. Lorber will transfer to the Consolidated 
Company his 17% interest in Kiangsu Corporation 
in exchange for preferred stock, so as to give 
the Consolidated Company 100% stock ownership 
thereof. 

“10. The Kiangsu Corporation will pay into the 
Consolidated Company $50,000 in cash, of which at 
least $25,000 will be paid forthwith and the balance 
in not less than five months. 

‘ ‘ 11. The Bank will convert $300,000 of its $2,800,- 
000 debt into preferred stock. The remaining $2,500,- 
000 will be extended for 15 years and will be amor¬ 
tized pro rata with the Government debt. The in¬ 
terest rate on the Bank debt will be reduced from 
6 to 3%% as of January 1,1937. The interest reduc¬ 
tion will save about $70,000 a year. 

“12. The Matson contract is to be adjusted in a 
manner satisfactory to the Commission. This matter 
has been delayed pending adjustment of the Bank 
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claim. It is believed that the Matson contract can be 
cancelled by voluntary action, or, in any event, by 
Commission action, thereby saving the Dollar Line 
about $150,000 per annum. In addition, the accrued 
debt of about $115,000 probably can be converted into 
stock or at least placed on a long-term basis. 

“13. The mortgage indebtedness of the Commis¬ 
sion is to be extended for 15 years at existing interest 
rates, and is to be amortized by annual payments of 
about $1,700,000, including interest, during the first 
6y 2 years, the balance to be paid in about equal an¬ 
nual installments. 

“In addition, the Consolidated Company will grant 
the Commission a blanket mortgage covering the 
Hoover and Coolidge, all 535’s and all 502’s. In order 
to stimulate liquidation, the mortgage will also be 
secured by the Johnson and Fillmore, with the pro¬ 
viso, however, that if such vessels are sold within six 
months, or at such later period as may be acceptable 
to the Commission, the proceeds will be released from 
the mortgage lien. 

*‘14. The Dollar of Delaware Corporation and 
the American Mail Line and/or Admiral Oriental 
Line are to execute absolute releases of all claims 
arising out of the cancelled mail contract. 

“15. The withheld mail pay arising out of the 
American Mail contract is to be released as soon as 
practicable after the general release of its contract is 
obtained. 

“16. The remaining withheld mail pay is to be 
released as soon as the Commission is satisfied that 
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substantial progress has been made in the reorgani¬ 
zation. 

‘ ‘ 17. An independent audit by C.P.A. satisfactory 
to the Commission will be made of opening balance 
sheet as soon as possible. Unless audit indicates pro¬ 
forma balance sheet has been substantially attained 
as of July 1,1937, subsidy contract may be rescinded. 

“18. The Consolidated Company is to receive a 
six months’ subsidy, which shall become effective as 
soon as practicable but shall not be retroactive. The 
subsidy will attach to all vessels beginning with sail¬ 
ings from their next port of departure, wherever that 
may be. 

“19. No subsidy payments need be made unless 
and until the foregoing plan of reorganization has 
been substantially consummated. 

“20. There are to be no side deals or arrange¬ 
ments of any kind unless disclosed to and approved 
by the Commission. 



ASSETS 


Current and Working Assets: 

Receivables.—...— 

Accruals and Insurance Claims. 

Inventories..... 

Purser’s Cash..- 

Mail Pay, if, as and when paid. 

Madrigal Short-term mortgage. 

Total Current & Working Assets. 


Assets to be Liquidated: 

J. W. Boring.-. 

Tacoma Oriental Steamship Co-. 

Portland California Steamship Co.__ 

Herbert Fleishhacker. 

Robert Dollar Company. 

Pacific Lighterage Contract.. 

Johnson-Fillmore.. 

Pan American contract.... 

Pacific Steamship Company_ 


Assets to be liquidated... 

Stock of Kiangsu Realty Company. 

Matson Deposit. 

Special Deposits.-.. 

Restricted Cash (Italy).... 

Vessels (Net) (Present Net Book 26,100). 

Miscellaneous Property.. 

Assets to be Received from Robert Dollar Co. 

Prepaid Insurance. 

Other Prepaid and Deferred.-.- 

Unterminated Voyage Expense.. 

Insurance Claims Pending Adjustment. 

Miscellaneous Stocks. 


Pledged to Banks and U.S.M.C.: 

Shanghai Terminal. 

Hunts Point Property. 

Ruth Alexander Ship. 


Total. 


Present Company 


Dollar of Delaware 

Pro Forma 

June 30 

Consolidated 

..$ 187,213.00 

8 993,298.00 ( 1 ) 

664,206.00 

760,204.00 ( 2) 

137,679.00 

174,505.00 ( 3) 

.... 1 417,120.00 

554,989.00 ( 4) 

29,489.00 

35,154.00 ( 5) 

.... 1,155,919.00 

1,525,891.00 ( 6) 

— 

174,875.00 ( 7) 

.... 2,591,626.00 

4,218,916.00 

25,000.00 

25,000.00 ( 8) 


7,370.00 ( 9) 


240,367.00 (10) 

1 

180,051.00 (11) 

! 

1,000,000.00 (12) 


95,000.00 (13) 

'... 600,000.00 

600,000.00 (14) 


1.00 (15) 

.... 

1.00 (16) 

i 625,000.00 

2,147,790.00 

! 

321,821.00 (17) 

.” 50,625.00 

50,625.00 (18) 

7,297.00 

15,044.00 

50,293.00 

50,293.00 

.... i 17,900.00 

21,400,000.00 (19) 

17,933.00 

20,282.00 

»•••• 

250,000.00 (20) 

113,675.00 

127,414.00 (21) 

13,789.00 

110,299.00 (22) 

.... 2,658,587.00 

3,048,455.00 ( 23) 

64,154.00 

64,154.00 

26,247.00 

31,467.00 (24) 

500,000.00 

500,000.00 (25) 

700,000.00 

700,000.00 (25) 

350,000.00 

350,000.00 (25) 

$25,669,226.00 

33,406,560.00 


Increase 
$ 806,085.00 
95,998.00 
36,826.00 
137,869.00 
5,665.00 
369,972.00 
174,875.00 


1,627,290.00 


7,370.00 

240,367.00 

180,051.00 

1,000,000.00 

95,000.00 

1.00 

1.00 


1,522,790.00 


321,821.00 

7,747.00 

3,500,000.00 

2,349.00 

250,000.00 

13,739.00 

96,510.00 

389,868.00 

5,220.00 


7,737,334.00 
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LIABILITIES 


Current Liabilities: 

Present Company 




Dollar of Delaware 

Pro Forma 

Increase 


June 30 

Consolidated 

or Decrease 

Trade Creditors. 

.$ 1,511,560.00 

2,009,272.00 (26) 

497,712.00 

Olympic Refining—. 

115,321.00 

115,321.00 (27) 


Traffic...-. 

129,868.00 

192,139.00 (28) 

62,271.00 

Sundry Payables..—.-.— 

78,074.00 

101,836.00 

23,762.00 

Accruals—Payroll—Taxes--- 

44,755.00 

45,252.00 

497.00 

Accrued Interest—U.S.M.C. 

88,449.00 

88,449.00 


Accrued Interest—Bank..——. 

84,472.00 

84,472.00 


Matson Navigation Co. 

115,317.00 

(29) 

115,317.00 

Pacific Lighterage. 

152,480.00 

(30) 

152,480.00 

Robert Dollar Company, Management—.. 

210,012.00 

(31) 

210,012.00 

Anglo California Bank--- 

...... 2,800,022.00 

(32) 

2,800,022.00 

Current Liabilities.... 

.— 5,330,330.00 

2,636,741.00 

2,693^89.00 

Other Liabilities: 




Anglo California Bank, Long-Term__ 


2,500,022.00 (32) 

2,500,022.00 

U.S.M.C..... 

. 14,268,526.00 

15,013,526.00 (33) 

745,000.00 

Dollar Terminal Company_ 

541,142.00 

(34) 

541,142.00 

Admiral Oriental...... 

599,975.00 

(35) 

599,975.00 

Dollar of California._ _ 

529,150.00 

(36) 

529,150.00 


15,938,793.00 

17,513,548.00 

1,574,755.00 

Deferred Items and Reserves: 




Unterminated Voyage Revenue _ 

.. 2,367,064.00 

2,609,270.00 (37) 

242,206.00 

Prepaid Ticket Sales._... 

. 1,583,470.00 

1,815,166.00 (37) 

231,696.00 

Remittances Unapplied... 

104,088.00 

104,088.00 


Other Deferred. 


32,088.00 

32,088.00 

Reserves. 

159,540.00 

288,429.00 

128,889.00 

Net Worth. 

185,941.00 

8,407,230.00 

8,221,289.00 

Total Liabilities.... 

.$25,669,226.00 

33,406,560.00 

7,737,334.00 
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“Pro Forma explanatory notes and source from 
which assets are derived. 


* * * * * 

12. Receivable—Robert Dollar Company note.81,000,000 


After all transfers, adjustments and offsets the Robert 
Dollar Company, in accordance with the plan of re¬ 
organization, will be obligated to the reorganized 
Company in the amount of 81,000,000 which is to be 
evidenced by a 5 year note payable 8200,000 a year 
and secured by a pledge of approximately 90% of the 
stock of Globe Wireless Co. and 100% of the stock of 
Heinz and Kaufman. It may also be possible to obtain 
additional items of collateral, negotiations in that 
connection being incomplete. 

A Balance Sheet as of 6/30/37 of Robert Dollar 
Company before giving effect to the above-mentioned 
adjustment. 

ASSETS 


Current Assets.8 550,000 

Branch Offices Acts, net. 512,000 

Due from Dollar of Delaware. 210,000 

Advances to: 

Eugene Lbr. Company. 718,000 

Heintz & Kaufman, Ltd. 109,000 

Robert Dollar Bldg., San Francisco, %. 468,000 

Land & Building, Hankow. 95,000 

Land—Shanghai . 74,000 

Timberlands—Oregon . 352,000 

Yards at Hankow & Tientsin. 191,000 

Autos & Equipment. 39,000 

Stock—Dollar of Delaware 2075-A, 227789-B. 1,125,000 

Stock—Dollar of Calif., 42,797 shares. 1,787,000 

Stock—Admiral Oriental, 575 shares. 287,000 

Stock—Heintz & Kaufman, 2913 shares, 80%. 310,000 

Stock—Eugene Lumber Co. 407,000 

Stock—Globe Wireless, 6480 shares. 649,000 

Stock—Ritan-Wentworth, 250 shares. 69,000 

Stock—Sundry . 23,000 

Bonds—Eugene Lumber Co., 1734 

Par . 77,000 

Deferred. 49,000 


Total Assets...88,101,000 
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LIABILITIES 


Current Debt.S 580,000 

Bank Debt. 617,000 

Dollar of Hong Kong. 900,000 

Admiral Oriental . 443,000 

Mortgage on Dollar building. 48,000 

Net Worth . 5,513,000 


Total Liabilities.$8,101,000 


# * * * * 

18. Government Bonds.S 50,625.00 


Deposited under agreement with Matson which 
provides that Dollar will accept only unsolicited 
Hawaiian business and pay Matson 50% of gross 
Hawaiian receipts; consideration being that Mat- 
son will keep out of Orient. The deal has cost 
Dollar approximately S 1,000.000 during the life 
of the contract. (See comments under Matson ac¬ 
count-liability). 

19. Vessels. The following values have been tenta¬ 
tively assigned to the vessels until the results of 
3 independent appraisals now underway are avail¬ 
able. It is expected these appraisals will be com¬ 
pleted by end of week. It should be pointed out 
that the tentative values are approximately $7,- 
000,000 less than present carrying values. Such 

tentative values are substantially in excess of the 

* 

cost to the Dollar companies, less accumulated de¬ 
preciation on a 20 year life without taking into 
account residual values. For our immediate prob¬ 
lem. present values rather than original costs 
should be controlling. 

Hoover-Coolidge.$12,000,000 

10—535’s at 550. 5,500,000 

7—502’s at 450.-. 3,150.000 

Mayon (Philippines) . 750.000 

$21,400,000 

* * * * * 

25. Dollar Terminal and Wharf and Ruth Alexander. 

The Shanghai Terminal, Hunt Points property and Ruth Alex¬ 
ander carried in the accompanying balance sheet at $1,550,000 
are owned by Dollar Terminal and Dollar Wharf and Ware¬ 
house, wholly owned subsidiaries of Dollar of Delaware. These 
stocks which are carried on books at $3,883,850.00 are pledged 
to Anglo Bank as collateral to $2,800,000 loan. Bank has 75% 
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interest in collateral, U.S.M.C. 25%. Certain particulars re¬ 
garding these 3 properties follow: 

Shanghai Terminal previously written up from cost of $500,- 
000 to $1,000,000 and again written down on proforma. An in¬ 
come producing property in normal times. Upon request 
Chartered Bank of India, Australia and China report an esti¬ 
mated value of $750,000.00. 

Hunt’s Point property, New York, was also written up approxi¬ 
mately $500,000.00 to a carrying value of $1,000,000. Value is 
undetermined. An estimate was recently made by two R.F.C. 
mortgage representatives in amount $1,150,000.00 with proviso 
that takers are limited. A tentative value of $700,000.00 has 
been assigned to property pending further appraisals. 

Ruth Alexander, a ship arbitrarily valued at $350,000. If sold 
foreign such value is not unreasonable. 

ft*** 

32. Bank. Proforma based on conversion of 300,000 to stock and 
balance payable over 15 year term in accordance with tentative 
agreement with Bank. A much larger conversion appears de¬ 
sirable to the reorganization but the Bank refuses to make 


further concessions. 

**■*■*■* 

34. Subsidiary Dollar Terminal.$541,142.00 


The debt is largely a bookkeeping transaction re¬ 
sulting from sale of vessels in subsidiary, proceeds 
of sale were applied on bank and U.S.M.C. debt ac¬ 
cording to collateral Trust Agreement referred to 
under 25. 

Unless for tax purposes, there is no apparent reason 
why the note should not be cancelled. 


35. Affiliate Admiralty Oriental . 599,975.00 

Declared to be for actual cash consideration. The 

item would be eliminated by consolidation. 

36. Affiliate Dollar of California. 529,150.00 

Reported to be working capital advanced to Dela¬ 
ware when originally organized. Will be eliminated 

by consolidation. 

* * * * * 


Comments 

In general the program provides for the follow¬ 
ing major changes in the balance sheet of the present 
operating company: 

Principal reductions in book values of Dollar of 
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Delaware are approximately as follows and prac¬ 
tically eliminate the net worth of that company: 


Dollar Terminal Present Book Assumed Value Reduction 

Dollar Wharf.$ 3,884,000.00 $ 1,550,000.00 $ 2,334,000.00 

Fillmore-Johnson. 2,577,000.00 600,000.00 1,977,000.00 

7—502's.. 6,858,000.00 3,150,000.00 3,708,000.00 

5—535s. 5,966,000.00 2,750,000.00 3,216,000.00 

Hoover-Cool idge. 13,181,000.00 12,000,000.00 1,181,000.00 

Claims against U.S.M.C.... 96,000.00 0.00 96,000.00 

J. R. Boring Note. 94,000.00 25,000.00 69,000.00 


$32,656,000.00 S20,075,000.00 $12,581,000.00 

**•»*« 


Estimates of increased gross are offset by corres¬ 
pondingly increased expenses, net results being sim¬ 
ilar to 1936. In view of the uncertain Oriental situa¬ 
tion, any estimate at this time appears unreliable. 

The Seattle route becomes a direct Dollar opera¬ 
tion rather than through an affiliate company. 

Taking into consideration the existing picture, the 
situation is definitely an immediate problem as to 
whether or not the Oriental service shall be allowed 
to collapse as a private operation and attempt a 
government operation, for which the Government 
appears eminently unqualified at this time, if ever. 
There is also an undeclared state of war in the 
Pacific, as well as actual commandeering of Dollar 
vessels by the United States Government, all of 
which raises a serious doubt as to the wisdom of the 
Commission taking other than a constructive atti¬ 
tude toward the maintenance of this service. 


Present ownership and management has offered 
to inject additional capital in various forms which 
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effect a substantial change in net worth and current 
position. 

This subscription is the only offer received, to the 
writer’s knowledge, over several months of negotia¬ 
tions, which indicates a decided lack of outside 
interest in the proposition. In addition to the capi¬ 
tal, the organization, which does not presently 
belong to the operating corporation, becomes an 
integral part of the new company, a feature which 
is fundamental to the conduct of business, and its 
replacement, starting from scratch, a prohibitive 
undertaking. 

Certain aspects of the reorganization would pre¬ 
ferably be improved if additional capital could be 
obtained, however, there is little likelihood of such 
a contingency until the operation is reset and mate¬ 
rially improved with respect to earnings which will 
attract capital. Until that objective has been ac¬ 
complished it is entirely evident that future addi¬ 
tions to working funds and reserves for replace¬ 
ments must come from conversion of slow assets to 
a liquid state, sale of ships not required by the serv¬ 
ice and earnings. 

Under the circumstances, the plan of reorganiza¬ 
tion as submitted by the Dollar interests appears to 
be the most feasible and practical method available 
to provide reasonable assurance of continued opera¬ 
tion of the extensive and important services, as well 
as protection of the Commission’s investment in the 
fleet. 

The plan as presented, as well as proforma balance 
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sheet with explanatory notes, attached hereto, sub¬ 
ject to minor changes, is accordingly recommended. 

/s/ D. E. LAWRENCE, 

Chief, Examining Section. 

August 25. 1937. 

Approved: 

/s/ D. F. HOULIHAN, 

Director of Finance. 

/s/ J. W. SLACKS, 

Financial Assistant to Chairman. 

,/s/ JAY DUNNE, 

Special Assistant to Chairman. 

/ s/ WILLIAM RADNER, 

Attorney. 

•/ 

• * * * # 

In addition to the foregoing, Mr. Dunne pointed 
out that independent appraisals were being made 
of the Dollar vessels by three sources: (a) by the 
Technical Division of the Washington office; 
(b) by the Commission’s representatives in the 
San Francisco office, who have had considerable 
experience in such matters; and (c) by Pillsbury & 
Curtis, outstanding ship appraisers on the Pacific 
Coast. Mr. Radner gave the opinion that, while the 
appraisals had not as yet been completed, it was 
believed that they would in each case be substantially 
higher than the amounts assumed in the pro forma 
balance sheet for the purpose of establishing the 
sound financial condition of the Dollar Line. 

After the presentation of the proposed Dollar 
reorganization by Messrs. Dunne, Lawrence and 
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Radner, the Commissioners reviewed the plan item 
by item, and the individual Commissioners raised 
specific questions concerning many of the features 
of the reorganization and the assets set forth on the 
pro forma balance sheet. It was pointed out by Mr. 
Kennedy that the choice before the Commission was 
(a) whether the proposed plan should be accepted, 
or (b) whether the Dollar Line should be forced 
into bankruptcy or 77-B proceedings, as such pro¬ 
ceedings were almost certain to follow the rejection 
of this final proposal from the Dollar Line. The 
danger to the American citizens residing in the 
Orient and to American prestige in general in the 
event of a bankruptcy or receivership of the com¬ 
pany, which would suspend operation of the Line, 
was fully recognized and considered by the members 
of the Commission. 

After prolonged discussion, by unanimous “yea” 
vote, the Commission postponed action till Au¬ 
gust 26. 

By the unanimous “yea” vote of the members of 
the Commission present, the meeting odjoumed at 
6:30 p.m. 

W. C. PEET, JR. 

Secretary. 

A true record. 


(Minutes of meeting of United States Mari¬ 
time Commission August 26, 1937, identified as 
Document 2-F-3, was accordingly marked and 
received in evidence as Plaintiffs ’ Exhibit No. 
28.) 
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Mr. Harrison: May I ask the Court and counsel 
to turn to page 9 of the stipulation, being F-l, as 
follows: 

% * Documents 2-F-l to 2-F.-85 are true, complete 
and correct copies of the official minutes of meet¬ 
ings of the United States Maritime Commission 
for the dates listed below, pertaining to the matter 
of Dollar of Delaware, as follows”— 

And may we ask again, in order to avoid read¬ 
ing them, that they be physically inserted in the 
record by the reporter? 

(The dates and document identification re¬ 
ferred to follow:) 

July 1, 1937—Document 2-F-l. 

August 25, 1937—Document 2-F-2. 

August 26, 1937—Document 2-F-3. 

September 23, 1937—Document 2-F-4. 

October 1, 1937—Document 2-F-5. 

October 8, 1937—Document 2-F-6. [207] 

October 22, 1937—Document 2-F-7. 

December 3, 1937—Document 2-F-8. 

December 8, 1937—Document. 2-F-9. 

December 14, 1937—Document 2-F-10. 

December 16, 1937—Document 2-F-ll. 

December 21, 1937—Document 2-F-12. 

December 29, 1937—Document 2-F-13. 

December 30, 1937—Document 2-F-14. 

January 7, 1938—Document 2-F-15. 

January 11, 1938 (morning session)—Document 
2-F-16. 

January 11, 1938 (afternoon session)—Document 
2-F-17. 
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January 12, 1938—Document 2-F-18. 

January 13, 1938—Document 2-F.-19. 

January 14, 1938—Document 2-F-20. 

January 17, 1938—Document 2-F-21. 

February 11,1938—Document 2-F-22. 

February 19,1938—Document 2-F-23. 

March 8, 1938—Document 2-F-24. 

March 15, 1938—Document 2-F-25. 

March 18, 1938—Document 2-F-26. 

March 24, 1938—Document 2-F.-27. 

March 25, 1938—Document 2-F-28. 

March 26, 1938—Document 2-F-29. 

March 28, 1938—Document 2-F-30. [208] 

April 1, 1938—Document 2-F-31. 

April 4, 1938—Document 2-F-32. 

April 5, 1938 (morning session)—Document 2-F- 

33. 

April 5, 1938 (afternoon session)Document 2-F- 

34. 

April 12, 1938—Document 2-F-35. 

April 19, 1938—Document 2-F-36. 

April 21, 1938—Document 2-F-37. 

April 22, 1938—Document 2-F-38. 

April 26, 1938—Document 2-F-39. 

April 27, 1938—Document 2-F-40. 

April 28, 1938—Document 2-F-41. 

May 6, 1938—Document 2-F-42. 

May 19, 1938—Document 2-F-43. 

June 3, 1938—Document 2-F-44. 

June 4,1938 (exclusive of resolution adopted that 
day)—Document 2-F-45. 

June 14, 1938 (morning session)—Document 2-F- 
46. 
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June 14, 1938 (afternoon session)—Document 2- 
F-47. 

June 17, 1938 (second session)—Document 2- 
F-48. 

June 21, 1938 (exclusive of the first eight [209] 
pages thereof which consist solely of quotation of 
certain letters, copies of which are attached to de¬ 
fendants ? answer herein as Exhibit E)—Document 
2-F-49. 

June 23, 1938 (morning session)—Document 2- 
F-50. 

June 23, 1938 (afternoon session)—Document 2- 
F-51. 

June 28, 1938—Document 2-F-52. 

July 6, 1938—Document 2-F-53. 

July 8, 1938—Document 2-F-54. 

July 11, 1938—Document 2-F-55. 

July 12, 1938—Document 2-F-56. 

July 20, 1938—Document 2-F-57. 

July 28, 1938—Document 2-F-58. 

July 30, 1938—Document 2-F-59. 

August 1, 1938—Document 2-F-60. 

August 2, 1938 (first session)—Document 2-F-61. 

August 2, 1938 (special session)—Document 2-F- 
62. 

August 16, 1938—Document 2-F-63. 

August 19,1938 (first session)—Document 2-F-64. 

August 19, 1938—(second session)—Document 2- 
F-65. 

August 23, 1938—Document 2-F-66. [210] 

August 25, 1938—Document 2-F.-67. 

September 8, 1938—Document 2-F-68. 
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September 9, 1938 (special meeting)—Document 
2-F-69. 

September 9, 1938 (second session)—Document 
2-F-70. 

September 16, 1938—Document 2-F-71. 

Part of page 7 of minutes of September 17, 1938 
—Document 2-F-72. 

September 17, 1938 (second session)—Document 
2-F-73. 

September 22, 1938—Document 2-F-74. 

September 23, 1938—Document 2-F-75. 

September 24, 1938—Document 2-F-76. 

Part of minutes of September 27, 1938—Docu¬ 
ment 2-F-77. 

Minutes of September 27, 1938 (excluding the 
first 44 pages thereof which contain reports of Com¬ 
missioner Truitt, marked separately as Documents 
2-G-10 and 2-G-ll of this stipulation; excluding 
also pages 49 to 90, which contain a memorandum 
of Commissioner Truitt, separately marked as 
Document 2-G-12, a memorandum of Commissioner 
Moran separately marked as Document 2-F-77, a 
memorandum of Commissioner Wiley separately 
marked as Document 2-G-13, and certain matters 
separately marked herein as Document 2-F-79, and 
excluding also pages 93 to 99, inclusive, which con¬ 
tain part of a resolution, a full copy of which is 
separately marked as Document 2-F-85—Document 
2-F-78. [211] 

Part of minutes of September 27, 1938—Docu¬ 
ment 2-F-79. 

September 29, 1938—Document 2-F-80. 

September 30, 1938—Document 2-F-81. 
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October 5, 1938—Document 2-F-82. 

October 6, 1938—Document 2-F-83. 

October 12, 1938—Document 2-F-84. 

Resolution of September 27, 1938—Document 2- 
F-85. 

(Document 2-F-85 is Document III-A of Ex¬ 
hibit F of defendants 7 Answer herein.) 

Mr. Harrison (continuing): And continuing, 
paragraph 2, page 13, as follows: 

“Said minutes (Documents 2-F-l to 2-F-85) may 
be taken as evidence that all proceedings before, 
and action by, the Commission and by its agents, 
employees and representatives as otated in said 
minutes occurred as stated, that all reports, docu¬ 
ments, letters, memoranda, and other communica¬ 
tions quoted or purporting to be set forth in said 
minutes are correctly quoted and were made, [212] 
rendered, submitted, sent and received as stated 
therein, and that all remarks, statements and ex¬ 
pressions recorded in said minutes as having been 
made or expressed in said meetings were in fact 
made and said as recorded by the person to whom 
they are attributed therein, or by the Commission, 
as such, if attributed to the Commission. 77 
• * * * * 

Mr. Harrison: Turning to page 3 of the Dunne- 
Radner Report which was Exhibit 27 of a [243] 
part of the Minutes of that meeting and referring 
to paragraph 16. 

The Court: I haven’t Exhibit 27. 

Mr. Harrison: I am afraid I have the original 
here. 
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The Court: I have 24, and a draft or report 
that was marked for identification 25 and then I 
have 28. I gave the exhibits to the reporter during 
the lunch hour and I think he got them mixed up. 

Mr. Harrison: The report that I am about to 
read is brief, may it please the Court. 

Mr. Siegel: The document has an extra copy. 

The Court: Very well. 

Mr. Harrison: Paragraph 16 on page 3 reads: 

“The remaining withheld mail pay is to be re¬ 
leased as soon as the Commission is satisfied that 
substantial progress has been made in the reorgani¬ 
zation.” 

The Court: Just a minute please. I am still 
having difficulty. These pages are not numbered. 

Mr. Siegel: In the copy which Your Honor has 
it is page 1498 which is the pagination of the 
United States Maritime Commission Minutes or 
under the date continuation 25. 

The Court: Paragraph 13? 

Mr. Harrison: 16, Your Honor. 

The Court: “Remaining withheld mail pay is 
to be released as soon as the Commission is satisfied 
that substantial progress has been made in the [244] 
reorganization.” 

Mr. Harrison: And on the next page which is 
the statement, may it please the Court, under “as¬ 
sets”, passing down past “current and working 
assets”, past “assets to be liquidated”, and coming 
down to the fifth item below, “vessels (net) (pres¬ 
ent net book 26,100)”, may it please the Court. 

The Court: Yes, I have it. 





466 


R. Stanley Dollar, et al 


Mr. Harrison: I wish to call the Court’s atten¬ 
tion to the figure of $17,900,000 in the column of 
“Assets’’ under 44 Present Company, Dollar of Dela¬ 
ware*’. The Court will perhaps recall that this pro 
forma balance sheet involved a consolidation and 
this refers to the vessels of Dollar of Delaware 
alone. 

I would like to ask counsel’s assistance in direct¬ 
ing the Court’s attention now to note 19 attached to 
page 1504, reading as follows: 

“Vessels. The following values have been tenta¬ 
tively assigned to the vessels until the results of 
three independent appraisals now underway are 
available. It is expected these appraisals will be 
completed by end of week. It should be pointed out 
that the tentative values are approximately $7 mil¬ 
lion less than present carrying values. Such tenta¬ 
tive values are substantially in excess of the cost 
to the Dollar companies, less accumulated deprecia¬ 
tion on a 20-year life without taking into [245] 
account residual values. For our immediate prob¬ 
lem. present values rather than original costs should 
be controlling.” 

And then appears: 

4 4 Hoover-Coolidge $12,000,000 

10 - 535’s at 550 5,500,000 

7 - 502’s at 450 3,150,000” 

and another ship witli which we are not concerned. 

That offer, in that respect at least, is as a basis 
for later argument that at that time and later the 
debt to the United States was adequately secured 
and also in support of the argument to be made 
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at the conclusion that if that transaction were to 
be construed as anything other than a pledge, there 
was inadequate consideration therefor. 

Mr. Harrison: Your Honor has I believe, how¬ 
ever, Exhibit 28. 

The Court: That is right. 

Mr. Harrison: If Your Honor please, that [246] 
was introduced and admitted prior to the recess. 
It is significant but brief and if I may, I would 
like to read it in the record. 

"The Commission resumed its deliberations con¬ 
cerning the Dollar Steamship Lines Inc., Ltd. Chair¬ 
man Kennedy communicated with Secretary of 
State Hull by telephone to ascertain the conse¬ 
quences of a suspension of service in view of the 
existing Asiatic situation. He was advised by Mr. 
Hull that suspension at this time should be avoided 
if possible, because the existing hostilities between 
Japan and China, which were now threatening the 
safety of thousands of Americans residing in the 
Shanghai area, might at any time spread and 
threaten thousands of American citizens located in 
other Asiatic cities. The Secretary of State pointed 
out that the Dollar Line operated the only available 
merchant ships to Asia that could be used to evacu¬ 
ate the Americans endangered by these hostilities, 
and that the suspension of the service, in view of the 
present precarious condition, might seriously en¬ 
danger the lives of Americans in Asia. 

"At the conclusion of the deliberations, the Com¬ 
mission, by the ‘yea’ vote of Chairman Kennedy 
and Commissioners Land and Woodward (Commis¬ 
sioner Moran not voting), approved the proposed 






46S 


R. Stanley Dollar, et al 


plan of reorganization and authorized the appro¬ 
priate representatives of the Commission to [247] 
advise the Dollar Steamship Line to that effect, 
and to work out a program whereby the Dollar 
Steamship Line would be subsidized as soon as 
sufficient progress has been made in the consumma¬ 
tion of the reorganization to assure the continued 
operation of the Dollar Steamship Line in the 
manner contemplated.’’ 

At this time, may it please the Court, we wish 
to offer in evidence Document 2-A-7, being the 
Minutes of a special meeting of the Board of Direc¬ 
tors of Dollar Steamship Lines Inc., Ltd. 

At this time at the request of counsel for the 
defendants we will make a statement concerning 
offers of this character, as he suggested, to avoid 
unnecessary objections. 

Whenever an offer is made concerning the pro¬ 
ceedings of any meetings of the Board of Directors 
of Dollar of Delaware they are offered for the pur¬ 
pose of proving what was said and done at the 
meeting and not the truth of the facts stated there 
unless otherwise stated by us at the time of the 
offer. I will offer it to be marked. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 29. 

(The Minutes of the Special Meeting held 
on September 3, 1937, referred to as Document 
2-A-7 was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 29.) 

Mr. Harrison: The purpose of this offer is to 
record the report of Mr. R. Stanley Dollar, Presi¬ 
dent of the company to this Board of Directors, 
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[248] that is to say his report concerning the Dunne- 
Radner plan of reorganization, arrived at while he 
was in Washington, and approved by the Commis¬ 
sion and a report whereby he submitted that to his 
own Board of Directors for approval after stating 
to the members of the Board of Directors, in effect, 
that he had applied on their behalf for the subsidy, 
after having reported to them. 

To that end, in cooperation with the representa¬ 
tives of the Commission, a plan of reorganization 
of the companies so applying for a subsidy had 
been outlined and a summary provided to each of 
the directors. 

After pointing out to them the nature of the 
consolidation or merger involved and presenting 
the pro forma balance sheet reflecting the results, 
I read now: 

“It is the immediate purpose of the meeting 
which I have called, to authorize your President 
to address a letter to the United States Maritime 
Commission of the character herewith submitted, 
forwarding the proposed plan and the pro forma 
balance sheet to that Commission. 

“It is equally the purpose of the meeting which 
I have called you in, to place your company in 
such a position that a subsidy will attach to its 
vessels immediately they leave their next port of 
departure, and the proposed letter is one of the 
steps necessary in that direction. 

“To that end your authority should further [249] 
be given to take the necessary steps”, and then he 
proceeds to outline the procedure necessary in con¬ 
junction with the American Mail Line, to take 
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the required steps to prepare for the consolidation 
and merger by the taking of bills of sale of the 
American Mail Line ships on a conditional basis. 

Reading further: 

“I cannot impress upon you too strongly the 
necessity for the immediate attachment of the sub¬ 
sidy, and I recommend this to you as the means of 
accomplishing this end. 

‘‘Your Board members should, therefore, by ap¬ 
propriate motion, pass a resolution conferring the 
authorization to your President to address a letter 
substantially as above referred to, to the Maritime 
Commission, enter into the agreement with the 
American Mail Line and the Admiral Oriental Line 
relative to the conveyance of the vessels of the 
American Mail Line, and to do all and everything 
necessary to the end that the purposes indicated 
may be accomplished.’’ 

In presenting this letter, “Mr. Dollar stated that 
the principal business before the meeting would 
be the approval by the Directors of the plan sub¬ 
mitted and to authorize him to forward the letter 
to the U. S. Maritime Commission.” 

And again: [250] 

“Mr. Dollar explained that the Maritime Commis¬ 
sion indicated to him when he was in Washington, 
that they would not grant a subsidy until they 
received a letter such as the one proposed—that 
in fact, they wanted him to sign the letter when 
he was in Washington. He stated that he refused 
to sign the letter until he submitted it to the Board 
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of Directors and requested unanimous consent from 
the Board/’ 

We next offer in evidence in conformity with the 
statement already made relative to proceedings and 
minutes of the meetings of the Board of Directors 
of Dollar of Delaware, Document No. 2-A-8, being 
Special Meeting of the Board of Directors of Dollar 
of Delaware for September 8, 1937. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 30. 

(The Minutes of the Special Meeting, dated 
September 8, 1937, referred to as Document No. 
2-A-8 was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 30.) 

Mr. Harrison: There are only a few paragraphs 
of this which I wish to read. The first is: 

“The President stated that he had drafted a 
letter to the Maritime Commission, together with 
a plan of reorganization and a pro forma Balance 
Sheet showing the value of the assets as twelve 
million dollars. This letter, plan and balance [251] 
sheet gave effect to higher valuations of our float¬ 
ing equipment and other assets, and it was proposed 
to issue preferred stock on the basis of said valua¬ 
tion. 

4 ‘The President stated that he had teletyped the 
contents of this letter to the Maritime Commission 
and they had suggested the following amendment 
to be made to the letter: ‘The values assigned to 
the assets are not binding upon the Commission 
in the determination of invested capital necessarily 
employed in the business.’ ” 

Then passing all of the recitals and resolutions 
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that were passed I merely read the final paragraph 
in the first resolution. 

‘‘Resolved: That the President of this corpora¬ 
tion, for and on behalf of said corporation, be and 
he is hereby authorized and directed to address 
and forward a letter to the United States Maritime 
Commission substantially of the character of the 
draft presented to this Board, accompanied by the 
proposed plan and pro forma balance sheet, for 
approval of said Commission;” 

The final clause of the second resolution, which 
I think it is unnecessary to read, involves the auth¬ 
ority to the President to enter into an appropriate 
agreement with American Mail Line for the con¬ 
veyance of its 535 vessels, said bills of sale however 
not to be then recorded but to be held pending [252] 
the consummation of the merger and, in the event 
of any default therein, return of said documents. 

We now ask that you turn to the stipulation, 
Article 2, paragraph “P”, Section 16, which is 
found on page 30 of the Stipulation, Section 16 
reading: 

“Document 2-P-25 is a true copy of a letter of 
September 13, 1937 from Dollar of Delaware to the 
Maritime Commission, together with attachments.” 

We now offer that document in evidence. 

The Clerk: Plaintiffs’ Exhibit No. 31. 

(The letter dated September 13, 1937 re¬ 
ferred to as Document 2-P-25 was accordingly 
marked and received as Plaintiffs’ Exhibit No. 
31.) 
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[Plaintiffs’ Exhibit 31 reads as follows: 

[Dollar Steamship Lines, Letterhead.] 

San Francisco, Calif. 

September 13, 1937 

United States Maritime Commission 
"Washington, D. C. 

Gentlemen: 

In February of this year, Dollar Steamship 
Lines Inc., Ltd., filed an application, verified Feb¬ 
ruary 19, 1937 by H. M. Lorber, Vice President, 
for an operating-differential subsidy in accordance 
with the Merchant Marine Act 1936, as required 
by General Order No. 5 of your Commission. At 
the same time, the American Mail Line, Ltd., pre¬ 
sented a similar application, verified on February 
4, 1937, by E. H. Hall, Secretary. These applica¬ 
tions covered F.O.M. Routes 25, 26 and 27. 

Subsequently, the Dollar Steamship Lines Inc., 
Ltd., and the American Mail Line, Ltd., were ad¬ 
vised that their applications would not be granted 
unless and until a substantial improvement had 
been effected in the financial status of these com¬ 
panies. 

As the result of extensive discussions with repre¬ 
sentatives of your Commission and with officials of 
the Anglo California National Bank, a plan of 
reorganization has been evolved, which is sub¬ 
mitted herewith for your approval. The details of 
said plan, providing for a merger of the Dollar 
Steamship Lines Inc., Ltd. (Delaware), Dollar 
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Steamship Line (California) and Admiral Oriental 
Line (Washington) together with a liquidation of 
certain subsidiaries of these companies, is sum¬ 
marized on the enclosed memorandum. 

It will be recognized that consummation of the 
reorganization plan will require shareholders’ rati¬ 
fication, etc., and that there will likely be minor 
modifications and changes therein. However, the 
management pledges itself to undertake its com¬ 
pletion substantially along the lines of the attached 
memorandum and to do so as expeditiously as pos¬ 
sible. 

The proposal is supplemental to both applica¬ 
tions above referred to, the application of the 
American Mail Line, Ltd. being hereby adopted by 
the Dollar Steamship Lines Inc., Ltd. with the 
same force and effect as though the same were 
originally incorporated in the application of the 
Dollar Steamship Lines Inc., Ltd. 

We also enclose a pro forma balance sheet reflect¬ 
ing the condition of the company as of June 30, 
1937, after giving effect to the plan of reorganiza¬ 
tion above described. It is firmly believed that we 
will be unable to bring this plan to a successful 
conclusion unless values for our floating equipment 
and other assets are assigned on the basis shown 
by the attached balance sheet, reflecting a net worth 
after the merger of approximately ten million dol¬ 
lars. In line with telephone conversations with Anglo 
Bank officials and your Mr. Dunn, we propose, 
therefore, to issue preferred stock on the basis 
shown by the Balance Sheet, recognizing, however, 
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that the values assigned to the assets are not bind¬ 
ing upon the Commission in the determination of 
invested capital necessarily employed in the busi¬ 
ness. 

You will note that the proposed reorganization 
results in a substantial improvement in the net 
worth of the Dollar Steamship Lines Inc., Ltd., and 
that provision has been made for the termination 
of the existing management arrangement. A fifteen 
year extension of our bank debt is to be made with 
a reduction in interest rate to 3y<£/o. Every effort 
will be made after the merger to have the bank 
convert a part of its debt into stock of this cor¬ 
poration. Furthermore, the Government will receive 
a blanket mortgage on our vessels as security for 
our indebtedness. 

As discussed with your representatives, every 
effort will be made after the said merger to further 
strengthen the corporation’s financial condition by 
endeavoring to secure new stock subscriptions. 

Except for minor changes, this proposal repre¬ 
sents the very best that can be done at this date. 
If for any reason it should not be acceptable liquida¬ 
tion would be mandatory, as we cannot continue to 
operate without a subsidy, especially in view of the 
alarming Asiatic situation. 

Please advise us of your action as soon as pos¬ 
sible. 

Yours very truly, 

DOLLAR STEAMSHIP LINES 
INC., LTD., 

By /s/ R. STANLEY DOLLAR. 
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THE PLAN OP REORGANIZATION 

1. The plan of reorganization provides for the 
statutory merger of the following companies: Dol¬ 
lar Steamship Lines Inc., Ltd. (Delaware), Dollar 
Steamship Line (California), Admiral Oriental 
Line (Washington). 

2. The merger to be effected by the transfer of 
all the assets and liabilities of these companies as 
at June 30, 1937 to the Dollar Steamship Lines Inc., 
Ltd. (Delaware) as surviving company in exchange 
for participating preferred stock of that company. 

3. Furthermore and as a part thereof, certain 
subsidiaries of these companies which form an in¬ 
tegral part of this steamship system, are to be dis¬ 
solved and the surviving company will therefore 
receive the assets of those subsidiaries, as follows: 

Dollar Steamship Line (California) subsidiaries: 
Dollar Steamship Lines Ltd., of Hongkong, a Brit¬ 
ish Corporation (subject to approval of Commis¬ 
sioner of Internal Revenue) together with its sub¬ 
sidiary, Capilano Steamship Corporation, a British 
Corporation. 

Admiral Oriental Line (Washington) subsidiar¬ 
ies: American Mail Line (Nevada), Philippine In¬ 
ter-Island Steamship Co. (Nevada)]. 

4. The elimination of all inter-company debts 
of the merging companies, such debts to be washed 
out as far as possible by mutual cancellations. The 
balance of inter-company debts of Dollar Steamship 
Lines, Inc., Ltd. (Delaware) to the Dollar Terminal 
Steamship Company to be eliminated after the mer¬ 
ger by a capital reduction and liquidating dividend. 
There are no inter-company debts as between the 
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surviving company and the Dollar Wharf & Ware¬ 
house Company. Any debts owing by the Dollar 
Steamship Lines Inc., Ltd., the surviving company 
after the merger, are wherever possible to be elimi¬ 
nated by conversion into preferred or other accept¬ 
able stock. 

5. The Kiangsu Realty Company will declare a 
cash dividend of $50,000.00 of which $25,000.00 will 
be paid immediately after consummation of the 
plan of merger, and the balance in not less than 
five months. 

6. The indebtedness to The Anglo California 
National Bank will be extended for fifteen years 
and will be amortized prorata with the Government 
debt. The interest rate on the Bank debt will be 
reduced from 6% to 3%% retroactive to January 
1, 1937. This interest reduction will save the com¬ 
panies approximately $70,000.00 a year. 

7. The impounded Tacoma Oriental Line funds 
of approximately $147,000.00 will be received by 
the surviving company as a part of the American 
Mail Line assets as a result of the merger. 

8. The Matson contract is to be adjusted in a 
manner satisfactory to the Commission. 

9. The mortgage indebtedness of the Commission 
is to be extended for fifteen years at existing in¬ 
terest rates, and is to be amortized by annual pay¬ 
ments of about $1,700,000.00 including interest, dur¬ 
ing the first 6% years, the balance to be paid in 
about equal annual installments. 

In addition, the Resulting or Surviving Company 
will grant the Commission a blanket mortgage 
covering the Hoover and Coolidge, all 535’s and all 
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502 7 s. In order to stimulate liquidation, the mort¬ 
gage will also be secured by the Johnson and Fill¬ 
more, with the proviso, however, that if such vessels 
are sold within six months, or at such later period 
as may be acceptable to the Commission, the pro¬ 
ceeds will be released from the mortgage lien. 

10. The Dollar of Delaware Corporation and the 
American Mail Line and/or Admiral Oriental Line 
are to execute absolute releases of all claims arising 
out of the cancelled mail contracts. 

11. The withheld mail pay arising out of the 
American Mail Line contract is to be released as 
soon as practicable after the general release of its 
contract is obtained. 

12. The remaining withheld mail pay is to be 
released as soon as the Commission is satisfied that 
substantial progress has been made in the reorgani¬ 
zation. 

13. An independent audit by C.P.A. satisfactory 
to the Commission will be made of opening balance 
sheet as soon as possible. Unless audit indicates pro 
forma balance sheet has been substantially attained 
as of July 1, 1937, subsidy contract may be re¬ 
scinded. 

14. The Resulting or Surviving Company is to 
receive a six months 7 subsidy, -which shall become 
effective as soon as practicable but shall not be 
retroactive. The subsidy will attach to all vessels 
beginning with sailings from their next port of 
departure wherever that may be. 

15. No subsidy payments need be made unless 
and until the foregoing plan of reorganization has 
been substantially consummated. 
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16. There are to be no side deals or arrange¬ 
ments of any kind unless disclosed to and approved 
by the Commission. 
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Comptroller’s Dept. 
September 13, 1937. 



























DOLLAR I5TEAMSHIP LINES INC., LTD 

CONSOLIDATED BALANCE SHEET AT JUNE 30, 1937, GIVING EFFECT TO PROPOSED MERGER OF DOLLAR STEAMSHIP LINES, INC., LTD., 
A DELAWARE CORPORATION, AND ITS SUBSIDIARIES—ADMIRAL ORIENTAL LINE AND ITS SUBSIDIARIES—DOLLAR S3. LINE, A 
CALIFORNIA CORPORATION, AND ITS SUBSIDIARIES—THE ASSETS BEING VALUED AS AGREED BETWEEN REPRESENTATIVES OF 
THE VARIOUS COMPANIES. 


ASSETS 

Currents Assets 


Cash . 

—Restricted in Italy. 

—Fixed Deposit (Far East. Conf.) 

. 699,857.21 

....... 50,293.55 

. 15,043.75 

765,194.51 

Accounts Receivable 

Mail Pay Receivable. 

Traffic (Pass. & Freight). 

Insurance Claims. 

Madrigal & Co. 

Portland California S.S. Co. 

Pacific S.S. Lines (77b). 

Tacoma Oriental S.S. Co. 

Miscellaneous & Accrued. 

. 1,566,943.09 

.. 787,279.62 

. 59,710.84 

. 174,874.60 

. 240,367.15 

. 1.00 

. 7,369.90 

. 91,119.00 

2,927,665.20 


LIABILITIES 

Current Liabilities 

Trade Creditors.....— 

Traffic Payables—Connecting Carriers, etc.. 


Claims for Passenger Refunds... 

Unpaid Wages & Taxes..—.. 

Wireless Tolls ... 

Accrued Interest—U-S.M.C. 88,449.05 

Accrued Interest—Bank.... 49,275.48 


. 2,396,388.59 
. 192,138.75 

72,672.43 
44,763.94 
5,402.22 

137,724.53 


R. Stanley Dollar ____ 80,266.48 

Estate J. Harold Dollar...-. 68,560.00 

Miscellaneous.. 24,353.38 


Total Current Liabilities_ 


. Notes Receivable 

H. Fleishhacker (Note & Int.) 
J. W. & E. Boring. 


Long Term Indebtedness 

180,050.87 Anglo California National Bank._ 2,800,021.56 

25,000.00 205,05037 U.S. Maritime Commission...15,013,526.10 


Inventories ......— 561,607.76 

Other Working Assets (Pursers’ Funds)___ 35,153.51 

Total Current Assets.. 4,494,671.85 


Investments 

Matson Contract Deposit (U3. Treasury Bonds) 
Stock-—Getz Bros. - _ 7 


50,625.00 

25,000.00 

IQ 


Deferred 

Advance Ticket Deposits . 1,815,166.25 

Unterminated Voyage Revenue..-.. 2,622,954.83 

Cash Remittances Unapplied_ 100,818.16 

Other Deferred Credits_ 17,711.00 


Reserves 

For S.S. Madison Regfljj^^128,888.50 


i,022^7032 
1^,813,547.66 

4,556,65034 

































Stock—Tacoma Oriental S.S. Co. 147,110.00 

Miscellaneous Investments. 6,167.66 692,095.84 

Fixed Assets 
Operating Fleet 

Ten—“535” Type Vessels.... 7,000,000.00 
Seven—“502” Type Vessels 3,850,000.00 
SS Pres. Hoover-Coolidge.... 12,750,000.00 


SS Mayon . 

875,000.00 

24,475,000.00 


Other Steamers 

SS Pres. Johnson-Fillmore.. 
SS Ruth Alexander . 

600,000.00 

500,000.00 

1,100,000.00 


Terminal Property 

Shanghai Terminal . 

Hunts Point Real Estate. 

500.000.00 

1,000,000.00 

1,500.000.00 


Other Property 

Furniture & Equipment from 

The Robert Dollar Co. 

Tender “Dollar” . 

Other Property.,... 

250,000.00 

100,000.00 

20,280.87 

370.280.87 


Total Fixed Assets. 


-- 

27,445,28087 

Goodwill . 


- 

745,471.11 

Deferred Items 

Prepaid Insurance . 


.. 127,41481 


Unterminated Voyage Expense . 


.. 3,048,454.81 


Insurance Claims Pending . 


89,451.84 


Other Prepaid & Miscel. Deferred. 

28,433.92 

3,293,755.38 

Total. 



36,671,275.05 


Comptroller's Dept. 
September 13, 1937 


ii i . yU,S82.0I 

For London Club Settlement Calls.... 45,595.94 

For Cargo Claims in Excess of Franchise.. 18,051.37 

For Social Security Payments___ 5,000.61 

Net Worth 

Common Stock Class “A” (249,803 Shs).... 1,293,581.79 

Preferred Stock A.O.L. Properties. 5,458,404.00 

Preferred Stock D.S.L. (Calif.) Properties. 4,208,402.01 


288,419.03 


ia,990,38780 


Total_ 


36,671,275.05 


OO 

























